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The Pattern of Spending 


The early months of 1959 have brought about con- 
vincing evidence of an upward turn in the rate of 
business investment. Stock building has been acceler- 
ating and an upturn in plant and equipment outlays 
is scheduled. As to consumers, they have been 
spending at a rate exceeding the 1957 peak 
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Metalworking Capital Appropriations: 


Year-end Firmness 


A 10% increase in the number of responding com- 
panies characterizes this third report in a continuing 
survey of metalworking capital appropriations 
sponsored by Iron Age. Indications are that new 
capital authorizations in dollar terms steadied in the 
fourth quarter of 1958, after touching bottom dur- 
ing the second quarter and rising in the third 
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Monthly Survey of Business Opinion and 


Experience 


1959 Sales Problems and Solutions—improving sales 
efficiency, obtaining more adequate coverage of 
markets, and overcoming strong price competition 
are some of the sales problems mentioned by re- 
spondents in this month's survey. Remedies involved 
include increased training of veteran as well as 


by businessmen in adjusting the compensation of 
personnel being transferred to new locations. Initial 
indexes for five American cities, prepared by The 
Conference Board, show the price differences that 
emerge for any two of the cities from use of both 
uniform and varying market baskets. The article 
discusses the advantages and limitations of intercity 
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The 300 Largest Manufacturers in 1957 


The Board's annual listing of the nation’s largest 
manufacturing corporations according to size of 
assets has been expanded fo include the top 300 
firms. Rankings by other classifications—net worth, 
invested capital, sales, income after taxes, and 
number of employees—are given for the top 200. 
Full tables, as well as industry breakdowns, start 
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Mergers and Market Size—1. Product 
Dimensions 


When is a merger or a projected merger likely to 
run afoul of antitrust laws and regulations? Many 
economic factors bear on the matter. One is the 
market affected—its geographic confines as well as 
the exact products involved. This instalment investi- 
gates the product dimensions—peculiar character- 
istics and uses, distinct physical characteristics, dis- 
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spot commodities have exhibited divergent trends 
in the past two years. The reasons for these differ- 
ences are analyzed in terms of the internal struc- 
ture of the indexes and the various pricing forces to 
which they are exposed........-.-.- page 198 


Measuring Intercity Price Differences 
No current measures defining differences in relative 
living costs among cities in the United States are 
publicly available. Such information could be used 
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The Pattern of Spending 


Consumers are buying more than ever before, with automobile dealers 
and department stores getting their full share 


OTAL spending in the economy has continued to 

make impressive gains in early 1959, judging by 

the preliminary figures now available. Just about 
all areas of the economy have been contributing to this 
rise. Business has been spending more on plant and 
equipment and has been actively engaged in inventory 
building. Consumers have stepped up their purchases of 
hard goods while maintaining their outlays on nondur- 
ables and services. Government expenditures have ex- 
panded further, with outlays for public works showing 
particular strength early this year. 

In the first quarter, total spending for goods and 
services was rising about as rapidly as at any time since 
the recessionary low during the second quarter of 1958. 
By the end of 1958, gross national product, at a season- 
ally adjusted annual rate, was running 5% ahead of the 
second-quarter level. Preliminary figures for the first 
quarter of this year show the rate of spending up another 
3%, bringing the total rise in the three recovery quar- 
ters to about 8%. In a similar period in the 1954-1955 
recovery, GNP rose 7%, and in 1949-1950 the gain was 
4% in the first three quarters following the trough. 

Business spending, led by a resumption of inventory 
stocking, began to take on a more favorable tone late 
last year. The early months of 1959 have brought more 
convincing evidence of a decisive turn in the rate of 
business investment spending. 

Manufacturing and trade inventories were being ac- 
cumulated in January at a seasonally adjusted annual 
rate in excess of $3 billion (see chart). Last year at this 
time inventories were being cut back sharply, the 
deepest slashes coming in April, when the annual rate of 
inventory liquidation was over $10 billion. Inventories 
were coming into balance by October, and November 
and December brought modest accumulations. 
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Stock building has been accelerating early this year, 
with most of the accumulation centering in hard-goods 
manufacturing industries. Rising levels of current ac- 
tivity have been contributing to the need for larger 
stockroom supplies of raw and semifinished goods. 
Possible strike interruption later this year in the sup- 
plies of certain critical industrial materials, particularly 


Business Is Building Inventories Once Again 
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Source: Department of Commerce 
steel and copper, has also been an important factor in 
the rapid rise in inventory purchases. Shipments of both 
steel and copper have been rising much faster than the 
indicated use of these metals by fabricators. 
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Within manufacturing, inventory holdings by non- 
durable goods industries have shown little change since 
last October. Gasoline stocks have looked a bit burden- 
some in recent months, and the Texas allowables were 
cut for April. Most other nondurable goods lines have 
been holding their inventories level, or making modest 
reductions, in recent months. 

Inventories in durable goods industries, after stabiliz- 
ing late last year, rose sharply in January, with most of 
the additions to stocks being made in primary metals, 
fabricated metals, and machinery. At the end of this 
same month, inventories in transportation equipment 
and other durables lines had yet to show an upturn. By 
stage of fabrication, the January rise in inventories in dur- 
able goods industries was shared evenly at the purchased 
materials, goods in process, and finished goods levels. 

Wholesale inventories were running:a bit below their 
levels of last autumn in January, with most of the drop 
showing up in soft-goods lines. At retail, the only 
significant increases in inventories were rises in the hold- 
ings of new passenger cars and parts at dealers and a 
more modest gain in apparel stocks. 


Capital Spending and Approvals 


The clearest sign of a change of climate in business 
spending early this year was the upturn in expected 
outlays in new plant and equipment in the latest joint 
report by the Commerce Department and the Securities 
and Exchange Commission (see chart). The Commerce- 
SEC report shows total spending up fractionally in the 
fourth quarter. of last year, with a $1.1-billion rise 


scheduled for the first quarter of 1959 and another $870- _ 


million gain in the second quarter. At the same time, the 
latest Conference Board metalworking appropriation 
survey would seem to bear out this turn in capital 
spending, with the important machinery industries, 
both electrical and nonelectrical, showing sharp rises in 
the final quarter of last year (see page 161). 

Actual spending for plant and equipment in the 
fourth quarter was fractionally higher than indicated by 
earlier reports of spending expectations. The expected 
spending total for the first quarter of this year was also 
higher than earlier estimates based on reports received 
between late October and early December of 1958. The 
latest estimates are based on reports received between 
January and early March of this year, when business 
firms were apparently more optimistic as activity con- 
tinued to expand. This tendency for later data to run 
ahead of earlier estimates is characteristic of the rising 
phase of a capital spending cycle. Last year, when out- 
lays for plant and equipment were falling, actual spend- 
ing was running consistently behind the original 
expectations. 


Business Plans To Spend More for Plant and Equipment 


1957 1958 1959 


Index numbers: third quarter, 1957 = 100; seasonally adjusted annual rates. First and 
second quarters of 1959 are estimated by Commerce-SEC q 
Source: Department of Commerce and Securities and Exchange Commission 


The first projection of plant and equipment outlays 
for the second half of 1959 indicates spending at a sea- 
sonally adjusted rate of $32 billion, which is little change 
from the currently anticipated rate in the first half of 
the year. However, the Commerce-SEC report points 
out that the second-half rate will be chiefly dependent 
on the course of business activity through the year, and 
experience with earlier periods of rising outlays for 
capital equipment suggests some upward revision in 
these estimates. : 

Most of the scheduled rises in total outlays are to be 
found in manufacturing, nonrail transportation firms 
(chiefly air lines), and gas utilities. Other major groups 
have yet to schedule appreciably higher rates for 1959 
than in 1958. 

In the durable goods industries, the major gains in 
spending are expected in steel, machinery, and motor 
vehicles. Practically all nondurable goods industries are 
scheduling rises in 1959, with the biggest increases com- 
ing in rubber and textiles. 

Spending by public utilities for new facilities, after 
rising against the trend in last year’s recession, is ex- 
pected to drop a bit in the first half of this year. Mining 
investment in capital goods is also slated to fall this 
year. Railroad outlays, after a $100-million rise in the 
first quarter, are expected to jump another $200 million 
in the second quarter. Transportation (nonrail) will be 
rising as air lines receive delivery of jet planes. 


Demand for Funds 
Despite the reversal of inventory liquidation and the 
beginning of a rising phase of capital spending early this 
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year, there is little evidence as yet of a sharp increase 
in the demand for borrowed funds. Bank loans at weekly 
reporting member banks experienced only a modest rise 
in the week containing the corporate income-tax pay- 
ment date of March 15. Corporate liquidity apparently 
continues relatively lush, with the before-tax profit rate 
continuing to rise from the estimated $44-billion annual 
rate set in the last quarter of 1958 and with depreciation 
funds scheduled to exceed their 1958 totals. 


On the Construction Front 


Consumer investment for residential housing and 
government investment for public works have both con- 
tinued to rise early this year (see chart). During January 
and February, expenditures on new residential con- 
struction were running at a rate that was $1.5 billion 
higher than in the fourth quarter of last year and some 
$4 billion above the rate in the second quarter of 1958. 
Public works outlays were up some $700 million, at a 
seasonally adjusted annual rate, in January and Febru- 
ary over the rate in the fourth quarter of last year and 
almost $2 billion above the rate in the second quarter of 
1958. Most of the gain in public outlays, as last year, 
was in spending for highways and public residential 
construction. 

Housing starts have continued at a very respectable 
level in January and February of this year, although the 
_ seasonally adjusted annual rate of starts, at 1.3 million, 
is somewhat below the 1.4-million rate maintained in 
the fourth quarter of 1958. Mortgage lending activity 
has continued high early this year. Savings and loan 
associations placed over $1 billion in mortgage loans on 
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their books in January, an increase of 46% over the 
same month of last year. 

Both Veterans Administration and the Federal Hous- 
ing Administration requests for government-guaranteed 
mortgage money have been edging up in January and 
February. Applications for FHA commitments for pro- 
posed new-home construction were 29,500 in February. 
This was 4,000 higher than in January, and well above 
the late-1958 rate. Requests for VA appraisals rose to 
21,000 in February, which was higher than in any 
month since last August. In January, F. W. Dodge 
contract-award figures for residential building were run- 
ning 31% above their levels of the same month last year. 
These foreshadowing series would suggest continued 
strength in residential building over the next few 
months. Further impetus could come from the federal 
housing bill that is under legislative consideration at 
this writing. 

Domestic investment spending has been particularly 
strong in the eatly months of 1959. This follows a sub- 
stantial increase in investment outlays in the final 
quarter of 1958, and has brought the level of spending 
back to the record rates posted in 1956. 


Consumers’ Purchases at High Levels 

Consumers have been holding their purchases of goods 
and services at very high levels in early 1959 (see chart). 
Retail sales, at $17.5 billion (seasonally adjusted) in 
February, were very close to the all-time record of $17.6 
billion set last December. Durable goods sales, at $5.8 
billion, have been unchanged for the past three months 
and are now equaling the peak rates during the 1957 
boom. Nondurable goods sales, at $11.7 billion for 
February, are well above the rates at the peak of the 
1957 boom. 

Personal income has continued to rise early this year, 
running at a record $364.5 billion (seasonally adjusted 
annual rate) in February. This was an increase in annual 
rate, of $17 billion, since last February, with most forms 
of income sharing in the advance. 

Factory payrolls have lagged somewhat, as employ- 
ment in manufacturing industries has stayed well below 
its 1957 peak. The continuous expansion of payrolls in 
service industries and government has more than offset 
this lag in factory payrolls, resulting in a steady im- 
provement in wage and salary payments since April, 
1958. Transfer payments, up sharply with the recession, 
have not declined with the recovery, remaining well 
above their prerecession level. Proprietors’ and rental 
income and income from dividends and interest have 
been stable, or rising slightly, over the last few months, 
while farm income has continued the decline begun last 
spring. 

Despite the over-the-year gain in personal income, 


160 


consumer instalment credit outstanding this January 
was $33.8 billion, as compared with $33.7 billion in the 
same 1958 month. In 1955, when the economy was 
moving out of the 1953-1954 recession, instalment 
credit rose by a record $5.4 billion. 


Spotlight Continues on Consumer 


Consumers have been spending close to $300 billion 
at an annual rate in the first quarter of this year, accord- 
ing to preliminary estimates by the Department of 
Commerce. This is almost 5% higher than in the year- 
ago quarter and 4% above the level of consumer spend- 
ing at the 1957 peak. The over-the-year gains in 
consumer purchases have been particularly marked at 
department stores and automotive dealers. Through the 
week ending March 14, the big-city department stores 
reporting weekly to the Federal Reserve were showing 
an increase of 9% in sales this year over the same weeks 
last year. 

Judging by reported dealers’ sales figures for early 
March, United States-produced automotive sales are 
running some 20% above year-ago levels. Sales of 
foreign-make cars have also been gaining rapidly, in 
early 1959. In January, the latest month for which a 
detailed breakdown is available, new foreign car sales 
were 85% above their year-ago level, bringing total 
registrations of foreign and United States-produced cars 
to 10% above 1958. 

Appliance sales appear to be headed for a rise this 
year despite several announced increases in the prices of 
refrigerators, automatic washers, and television sets. 
Some slackening of interest in hard goods was reported 
in mid-March, as apparel sales began to rise in response 


Retail Buying Has Gone Ahead of 1957 Highs 
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to an early Easter. But production of household hard 
goods has shown little change in recent months, output 
has held to near-record levels, and factory shipments of 
a wide array of consumer hard goods have been rising 
in recent months. 

With income up, instalment credit remaining at very 
manageable levels, and actual sales rising, recent sur- 
veys of consumer buying intentions show considerable 
improvement. The most recent Conference Board sur- 
vey, under the sponsorship of Newsweek magazine, 
found consumers moderately optimistic early this year 
(see February, 1959, Business Record). The University 
of Michigan survey of consumer finances, under the 
sponsorship of the Federal Reserve, found that consum- 
ers viewed their financial situation and prospects more 
favorably early this year than at the same time in 1958, 
although they indicated only moderately larger plans to 
buy major consumer durables. Consumers, after playing 
an important role in the 1958 recovery, will apparently 
continue to make an important contribution to the 1959 


expansion. 
Rosert H. Persons 
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Business Forecasts 


Construction 


Steel (March 23)—“‘Look to 1960-1961 for a return to 1957 
levels in industrial construction. A significant turn-around in 
spending plans for new equipment and plants should begin at 
mid-year. . . . 

“Toward the end of 1958, new project starts indicated a 
rapid recovery, but the improvement has failed to materialize 
so far this year. 

“Here’s the expected level of activity: last November, the 
Commerce and Labor Departments predicted that new in- 
dustrial construction put in place in 1959 would be just over 
$2 billion (about $400 million off the 1958 pace). Walter 
Schneider, a construction division chief, Business & Defense 
Services Administration, stands by that prediction. Industrial 
construction activity last year was 31% below 1957's. ... .” 


Gas Reserves 


Marvin Chandler, president, Northern Illinois Gas Com- 
pany (American Gas Association Monthly, March)—“As far . 
as the country as a whole is concerned, proven reserves of 
natural gas totaled 247 trillion cubic feet at the start of 1958. 
This figure is equal to about twenty-one years’ supply at the - 
1957 rate of production. Various experts who have studied this 
matter have concluded that the unproven reserves which will 
ultimately be discovered will total from two to five times the © 
present proven figure. 

“Tn addition, Canada seems likely to be a substantial sup- 
plier of gas to this country in the future. The Royal Com- 
mission on Energy recently concluded that total ultimate re- 
serves in Canada might be as high as 300 trillion cubic feet, a 
figure which is far in excess of the foreseeable Canadian re- 
quirements. .. .” 
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Metalworking Capital Appropriations: Year-end Firmness 


working industries: authorized $844 million for 

proposed new plants and equipment, some $217 
million above the volume of the preceding quarter and 
$10 million higher than in the final quarter of 1957. This 
improvement is somewhat tempered by the fact that the 
rise in capital appropriations for these industries was 
greater—by about $50 million—between the third and 
fourth quarters of 1957 than over the comparable 1958 
period. 

Estimated authorizations in the third quarter of 1958 
were about 11% above their third-quarter-1957 level, 
whereas the comparison between the fourth quarters 
shows only a nominal 1% rise. The totals actually 
reported (in table 1) indicate an 8% rise from the third 
quarter of 1957 to the third quarter of 1958, an improve- 
ment that was almost canceled by a 6% drop for the 
fourth-quarter comparison. 


]) wore the fourth quarter of 1958 the metal- 


A REVERSAL IN TREND 


Perhaps more important in recent appropriation 
trends is the sharp reversal of the 51% decline between 
the second and third quarters of 1957 to a rise of 26% 
between the same two quarters of 1958. From the third 
to the fourth quarters of 1958 estimated metalworking 
appropriation approvals rose some 35%, which com- 
pares with a jump of 47% over the corresponding 
quarters a year earlier. 

For the better perspective to be gained by suppressing 
the influence of individual quarters, a fall of 60% from 
the first half of 1957 to the first half of 1958 was 
changed to a modest rise of 5% for the second half of 
1958 as compared with the similar 1957 period. These 
various patterns suggest that new approvals reached 
bottom in the recent business recession during the sec- 
ond quarter of 1958, rose moderately in the third quarter 
and leveled out in the fourth quarter. 


TECHNIQUES AND COVERAGE 


This is the third in a continuing series of quarterly 
reports on capital appropriations newly approved in the 
metalworking industries. Financed by Iron Age maga- 


1 Metalworking is defined in the present study to include the follow- 
ing major industrial classifications: metal furniture; primary metals; 
fabricated metal products; machinery (except electrical); electrical 
machinery and equipment; transportation equipment; and instru- 
ments, etc. Excluded from the present survey are the metalworking 
industries in ordnance, for reasons of national security; also miscel- 
laneous metal manufacturing industries, since they represent only a 


small fraction of the total and typically include only the smaller com-. 


panies for which capital budgets are lacking 
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zine, the present study is an attempt to supplement in 
bolder relief the broad panorama of appropriation 
trends furnished by THe CoNFERENCE Boarp’s quar- 
terly survey of capital appropriations in the manufac- 
turing industry. The metalworking survey covers in 
finer detail than the all-manufacturing study those 
sectors of manufacturing that are susceptible to the 
earliest and most abrupt shifts in market demand: the 
groups producing capital goods and consumer durable 
goods. They account, moreover, for almost half of the 
investing and employing done by manufacturing indus- 
try.1 For these reasons, the metalworking industries are 
an important group to watch for advance indications of 
change in capital goods spending. 

The finer detail of this survey is achieved by classify- 
ing each respondent company by its “establishments.” 
This is an analysis by principal product in accordance 
with the three-digit system of the Standard Industrial 
Classification Manual (SIC). The methods developed to 
carry out this analysis of trends within the larger cate- 
gories of manufacturing industry were described in the 
first report in this series which appeared in The Business 
Record of December, 1958. 


MORE COOPERATION 


The appropriation figures reported here differ from 
comparable data shown in the last two surveys owing to 
the fact that during the early stages of a new survey the 
size and composition of the sample can vary. The num- 
ber of companies responding this time, for example, rose 
from 392 to 435, or by 10%, since the last report, while 
the number of establishments increased to 648, which 
is 14% more than were covered in the previous report. 
At the same time, the distribution of cooperating com- 
panies has become broader, so that figures can be pro- 
vided for thirty-eight, or three more three-digit classifi- 
cations than it was possible to report on separately the 
last time. These alterations in the sample cause changes 
in the reported and estimated appropriations, all in the 
direction of more reliable data. It must be stressed, 
however, that the data and tables included in the cur- 
rent study are based upon identical companies reporting 
for all eight quarters. 

The base from which our sample is drawn is made up 
of 1,027 companies, each of which has at least one plant 
employing 500 or more production workers. This group 
of companies operates 1,422 separate establishments, 
comprising 2,076 plants. The present survey is the result 


1 This information is based upon the 1954 Census of Manufactures. 
See “Basic Marketing Data on Metalworking,” The Iron Age, 1957 
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Table 1: Capital Appropriations in Metalworking, 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Appreved % % 1958 

ue = Spier pS 

ons 
reat Pas ed ue over over Prodnetion 
Ist Q. 2d Q. 3dQ. 4th Q Ist Q. 2d Q 3dQ. 4th Q 1957 = IV’57_— Worker 
Metaliumiture:.acceneese 95 FAK ial 4.9 1.5 1.5 1.0 1.0 0.5 —58 —55 349 
Primary metals}. %..-. 102 os 33 414.0 347.9 129.7 176.1 105.8 84.9 173.9 137.5 —53 —22 959 
Fabricated metal products.... 34 67.3 38.3 34.5 40.8 27.8 24.1 See 45.8 —28 12 547 
Machinery (except electrical)... 35 235.1 175.3 63.3 97.6 99.0 71.6 65.6 134.4 —35 38 961 
Electrical machinery and 

equipment. G4). .3i ee 36 93.3 40.3 Zee 39.0 42.1 35.3 Ros 63.7 —-17 63 551 
Transportation equipment.... 37 234.7 135.1 74.0 181.4 136.8 70.1 65.2 120.2 —37 —34 398 
Instruments, etc............. 38 13.3 Theis 7.1 6.5 7.3 4.2 6.0 9.2 — 23 42 443 
Total reported in metalworking? .. 1,059.9 745.7 340.6 542.9 420.3 291.3 369.2 611.3 —41 — 6 635 
Total estimated metalworking? . 1,749 1,148 567 83h 657 498 627 84h —39 1 653 


Based upon returns from 435 companies reporting 648 separate industry groups 
1Jn dollars per production worker 


2 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, SIC code 39 


3 Estimated for universe described in table 9. This includes metalworking companies with at least one plant of 500 production workers or more in 1957. Calculated by dividing 
reporting companies’ appropriations in each quarter by the coverage ratios indicated in table 9, and summing the quotients ’ 


Source: Toe CoNFERENCE Boarp 


of responses from 435 companies reporting for 648 
establishments. This sample covers the activity of 1,067 
plants.1 


METALWORKING APPROPRIATIONS FIRM 


Reported capital appropriations for the fourth quar- 
ter of 1958, as indicated in table 1, were 6% lower than 
in the corresponding period a year earlier. (This sum- 
mary of metalworking appropriations is based upon the 
finer industrial detail indicated in tables 2 through 7.) 
Metalworking appropriations from the third to the 
fourth quarters last year rose some 38%. 

Four out of the seven major metalworking categories 
reported approvals higher in the final quarter than a 
year earlier. These were fabricated metal products, 
nonelectrical machinery, electrical machinery, and 
instruments. Primary metals, transportation equip- 
ment, and metal furniture reported a decline in ap- 
provals over the same period. 


From the third to the fourth quarters of 1958, as over 
the corresponding period a year earlier, five out of the 
seven major metalworking categories reported increases 
in appropriations. The major difference in the more 
recent period is centered in primary metals which 
reported a decline, while it had registered a sharp 
increase from the third to the fourth quarters a year 
earlier. 

Between the third quarter of 1957 and the third 
quarter of 1958 reported metalworking appropriations 
rose, whereas they fell in the fourth-quarter comparison. 
Authorizations for the third-quarter comparison climbed 
some 34% in the important primary metals sector while 
declines that took place elsewhere were small. In the 


1 About one fourth of the industry reports come from the broader 
appropriations study conducted with the financial sponsorship of 
Newsweek. These were the companies with only a single three-digit 
classification, for which there was no need to report the same figures 
twice. The fourth-quarter findings of this broader study can be found in 
The Business Record for March, 1959 


Table 2: Capital Appropriations Reported in Primary Metals, 1957-1958 


Money figures in millions of dollars 


Capital Ge gcae emes Approved 


Industry 


Code 1957 
Ist Q. 2d Q 3dQ 

Blast furnaces, steel works and 

TOWNS HS) ce ss oe ane 331 325.9 139.2 91.1 
Tron and steel foundries. ..... 332 6.5 8.6 13.4 
Primary smelting nonferrous 

THEENIS oR heel Go cia 333,334 40.3 116.9 9.3 
Rolling, drawing, extruding 

nonferrous metals........ 335 19.5 81.1 13.5 
Nonferrous foundries........ 336 18.5 0.5 0.1 
Miscellaneous primary metals 339 3.2 heii Pe 

ETERS ee ge en Mie ay 414.0 347.9 129.7 


1JIn dollars per production worker 
2 Includes secondary nonferrous smelters, SIC code 334 
Source; Tue CoNFERENCE Boarp 


' 0 lo 1958 
ee ene eis Appropria- 
1958 1958 IV ’58 tions Per 
over over Production 
4thQ. 1st Q. 2d.Q 3d Q 4th Q 1957 «IV’5T ~— Worker! 
92.4 51.4 71.2 136.4 104.4 —44 13 1,170 
8.4 4.8 3.8 4.7 5.3 —50 —37 354 
46.0 31.8 2.9 14.0 8.6 —73 —81 1,142 
95.1 13.8 4.8 14.7 16.0 —65 —36 624 
3.0 - 2.5 0.2 0.9 0.2 —83 —96 328 
1.2 1.5 2.0 SL 3.1 17 159 495 
176.1 408.8 859" “ITED P cise S38 ees 959 
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Table 3: Capital Appropriations Reported in Fabricated Metal Products, 1957-1958 


Money figures in millions of dollars 


Capital be cat = Approved % % 1958 
sic 7 Change Change Appropria- 
Industry Code 1957 1958 1958 IV ’58 tions Per 
over over Production 
Ist Q. ad Q. 3d Q. 4th Q. Ist Q. 2d Q. 3d Q. 4th Q. 1957 = 1V’67 =~ Worker! 
Mietallcans 34.35 visdd- oes = she 341 14.9 12.6 11.8 14.5 fel 8.0 11.3 18.5 —16 28 1,009 
Cutlery, hand tools, hardware 342 17.5 —6.5 8.1 5.7 0 —0.6 1.0 3.6 —84 —37 119 
Heating equipment (except 
electrical), and plumbing 
HIXEUPES: Bo ere eke oie 343 6.0 7.0 1.3 9.5 3.7 2.0 1.7 3.0 —38 93 519 
Fabricated structural products 344 4.2 11.8 2.8 7.3 6.1 V7 1.2 8.5 13 17 1,099 
Screw products and rivets.... 345 10.1 2.9 3.0 3.6 1.9 1.1 1.8 4.3 —54 20 582 
SLAM INI PS fs o) sccnsisi tia bets tciels 346 5.5 4.2 ye | a1 ood 23 6.4 4.2 19 102 326 
Miscellaneous coating and en- 
graving on metal; wirework 
and wire springs......... 347,348 3.6 1.2 1.2 0.6 2.2 —0.4 0.1 0.2 —67 —56 Q17 
Miscellaneous fabricated 
metal products........... 349 5.4 5.2 4,2 4.7 3.0 3.9 2.8 3.5 —32 —225 369 
Total 67.3 38.3 84.5 40.8 27.8 94.1 32.2 45.8 —28 12 547 


1In dollars per production worker 
Source: THe CoNFERENCE Boarp 


fourth-to-fourth quarter comparison, two of the three 
groups in which appropriations fell—primary metals 
and transportation equipment—are the largest in the 
metalworking industry. The downward movement in 
these-two fields outweighed the improvement in fabri- 
cated metal products, machinery (except electrical), 
electrical machinery, and instruments. 

To some extent, then, the improvement in the dollar 
totals from the third quarter of 1957 to the third quarter 
of 1958 was limited by the fact that it owed so much to a 
sharp increase in only one group. Similarly, the fairly 
small drop from the fourth quarter of 1957 to the same 
period this year seems mitigated by the fact that vir- 
tually all of it was caused by declines in only two of the 
seven major categories. In percentage terms, the in- 
creases for three of the four rising industries were 


greater than the declines in primary metals and trans- 
portation equipment. This suggests that in industries 
not beset with excess capacity, rising business has been 
readily translated into larger authorizations to spend. 

Despite the relative improvement in the second half 
of last year, approvals in 1958 as a whole were down 
41% from the previous year. Each of the seven metal- 
working groups approved less in 1958 than in 1957, the 
declines ranging from 17% for electrical machinery to 
over 50% for metal furniture and primary metals. 


APPROPRIATIONS PER WORKER 


Since figures have been obtained on the number of 
plant workers in each company and in each division, 
capital appropriations per worker can be shown by the 
three-digit industries. These figures will enable the 


Table 4: Capital Appropriations Reported in Machinery (Except Electrical), 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved 
during: 


Industry Code 1957 
lst Q. 2d Q. 3d Q. 

Engines and turbines....... 351 14.4 32.0 5.4 
Farm machinery and farm 

ie Fa ODay © Seuclenel Olcae een 352 6.2 7.2 6.6 
Construction, mining, 

material-handling equip- 

WRIOTIEA cieiata cectesals ois era is 353 91.7 25.8 - 11.6 
Metalworking machinery and 

equipmient=. << tres + +s 354,359 12.5 8.0 5.3 
Special-industry machinery.. 355 22.0 14.8 tis 
General industrial machinery 

and equipment........... 356 13.2 9.3 8.1 
Office, computing, accounting, 

and store machines....... 357 70.6 72.6 17.7 
Service industry machines.... 358 44 5.5 1.1 

THAT RE aes aceon es Se ee 935.1 175.3 63.3 


1 In dollars per production worker 
2 Includes miscellaneous machinery, SIC code 359 
Source: THE ConreRENcE Boagp 


APRIL, 1959 


4th Q. 
10.0 


12 


6.6 


7.0 
78 


9.3 


47.0 
2.6 


97.6 


% % 1958 
Change Change Appropria- 
1958 1958 IV ’58 _tions Per 
over over Production 
Ist Q. ad Q. 3d Q. 4th Q. 1957 = IV’67 ~— Worker! 
6.7 3.2 3.4 8.1 —65 —19 385 
7.5 10.0 19.2 13.9 86 92 144 
33.0 8.8 6.0 56.8 — 23 765 1,286 
5.8 3.4 2.9 5.0 —48 —28 281 
13.7 15.3 7.5 9.2 —13 18 1,799 
11.0 6.6 5.6 8.5 —21 —9 553 
19.5 19.3 19.4 31.0 —57 —34 1,744 
1.8 5.0 aly 1.9 —24 —28 §41 
99.0 71.6 65.6 134.4 —35 38 961 
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reader to compare his firm’s appropriation rate, by 
division, with the average of the reporting companies or 
establishments engaged in the same business. Caution, 
however, is advised in comparing appropriations per 
worker between the industry divisions, since differences 
from industry to industry in the prevailing relationships 
between fixed capital and labor input may not be given 
due weight. 

Since it is an average figure, appropriations per 
worker can become unduly high or low when a major 
company in any division appropriates unusually large or 
small amounts. In order to suppress irregularities of this 
sort, dollar appropriations per worker are shown as the 
average over the past four quarters. In this way, the 
reader can place more reliance upon a comparison of his 
company’s appropriations’ performance with that of 
other similar establishments. 

Among the major industry groups shown in table 1, 
appropriations per plant worker during 1958 varied 
from a high of $961 in nonelectrical machinery to a low 
of $349 in the metal furniture and office equipment 
division. The average for all metalworking industry was 
$635. 

Primary metals was the only other major group 
besides nonelectrical machinery to appropriate above- 
average amounts. Just below average were industries 
turning out electrical machinery and fabricated metal 
products. In metalworking industry generally, including 
estimates for those companies not reporting at present, 
$653 per worker were approved last year. This was 
about $18 more per plant employee than the average 
for the responding companies. 


PRIMARY METALS REVERSE TREND 


Fourth-quarter appropriations in the primary metals - 


group fell more than one fifth from both the preceding 
quarter and the same quarter a year earlier. This is in 
sharp contrast to the significant improvement registered 
in the third quarter of 1958 over the preceding and cor- 
responding year-ago periods. Primarily responsible was 
the drop in new approvals by the nonferrous metals 
group. It is noteworthy that the blast furnaces, steel 
works and rolling mills industry continued to appro- 
priate at a higher rate in the fourth quarter than a year 
earlier. 

The over-all decline of 22% between the two fourth 
quarters, however, represents a decided slackening in 
the rate of contraction from the annual comparison 
(—53%). This becomes clearer when the comparison is 
made between the first and second halves of the two 
years; the first half of 1958 was 75% below the same 
1957 period, but the second half of 1958 shows a 2% 
rise over the corresponding half of 1957. This suggests 
that even though a decided upturn may not yet have 
taken place, at least a pattern of firmness emerges in 
figures less irregular than the quarterly data given in 
the tables. 

Appropriations in the group comprising the blast 


Appropriations Level Out in Second Half 
ALL 


7 


eS6l ‘JIVH LsYld OL 
LS61 '31VH LSS 


050,002.00. 0-e 
eerecerececene 
arateretetatere 
POOL OOF 


QQ TRANSPORTATION 
EQUIPMENT 


OI 


PILL LLLP DLO WO Oe 


4Includes metal furniture (SIC 25) not shown separately 


Percentage comparisons between corresponding semiannual periods in 1958 and 1957. 
Based upon dollar figures reported by 435 companies for 648 individual industry codes 


Source: The Conference Board 


furnaces, steel works and rolling mills rose in the fourth 
quarter of last year over the fourth quarter of 1957. 
Also contributing to the growing firmness of new author- 
izations were the performances in such industries as iron 
and steel foundries and rolling, drawing, and extruding 
of nonferrous metals, which not only reduced their rate 
of decline in the fourth-to-fourth quarter comparison 
from the annual change, but went ahead to increase 
appropriations from the third to fourth quarters of 1958. 

Complex trends such as these are to be expected at 
the conclusion of a sharp contraction in business. The 
75% drop in total new approvals between the first half 
of 1957 and the corresponding 1958 period is evidence 
of the recession’s impact on the rate of primary metals 
capital appropriations. 

Primary metals as a whole, as noted earlier, appro- 
priated next to the largest amount of money per worker 
in 1958 among the seven metalworking categories. 
Within this major group, new authorizations varied 
from a high of $1,170 per plant worker in blast furnaces, 
steel works and rolling mills to a low of $328 in nonfer- 
rous foundries. Only one other category besides blast 
furnaces, steel works and rolling mills appropriated 
above the industry average—the smelters of nonferrous 
metals. 


METAL-PRODUCT APPROPRIATIONS IMPROVE 


Evidence of growth in newly approved appropriations 
in the fabricated metal products group became apparent 
in the last quarter of 1958. After a small decline be- 
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$961, the highest of all the 


seven broad industry categories. Above-average sub- 


major group average was 


quarters of 1958 as between the same 1957 periods. 
Contributing to this result were five of the eight divi- 
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1 Includes metal furniture (SIC 25) not shown separately 


company or divisional reports 


Comparison between quarter in 1958 with same period a year earlier: number of companies, divisions, or establishments reporting capital appropriations, Based upon 648 individual 
Source: The Conference Board 
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Table 5: Capital Appropriations Reported in Electrical Machinery and Equipment, 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved 
during: 


% % 1958 _ 
SIC Change Change Appropria- 
Industry Code 1957 1958 1958 IV ’58 _ tions Per 


POT OE SE EDS ae I Se OVE. over Production 
Ist Q. 2d Q. 3d Q. 4th Q. Ist Q. ad Q. $d Q. 4th Q. 1957 IV’57 Worker 


Electrical transmission equip- 


MeCULecttte eee ee Te eee 361 30.1 5.0 3.9 9.7 9.0 5.8 3.6 17.7 —26 82 734 
Electrical industrial apparatus 362 13.4 7.6 5.6 6.8 8.1 6.8 3.4 12.5 — 8 84 506 
Household appliances. ...... 363 15.5 5.6 3.3 3.3 8.1 2.9 4.5 8.2 —33 — 3 439 
Electrical lighting and wiring 

equipment............... 364 2.9 2.3 0.9 2.9 2.2 1.3 0.9 4.6 -—!1 60 318 
Radio and TV receivers...... 865 3.6 7.8 2.9 24 2.1 4.5 1.5 8.4 —32 40 326 
Communication equipment... 366 19.1 3.9 3.6 6.0 4.8 7.7 4.4 5.8 —30 — 5 611 
Electronic components...... 367 74 6.8 5.4 5.4 6.9 5.5 6.6 15.6 39 191 840 
Miscellaneous electrical 

equipment............... 369 14 1.3 1.5 2.6 1.0 0.7 0.6 1.0 —51 —60 404 

DE sce Pu oc its esis’ ce 994. 308, 87h. 890 $01 4 (8h8) 25.8. 68.7 —17 63 «551 


1In dollars per production worker 
Source: Toe ConrerRENCcE BoarD 


Table 6: Capital Appropriations Reported in Transportation Equipment, 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved 
during: 


Choco jiuiRil ngehs Appr 
Industry sce 1957 1958 1958 IV 68. atone yer 
over over Production 
Ist Q. 2d Q. 3d Q. 4th Q. Ist Q. 2d Q. 8d Q. 4th Q. 1957 IV’67 = Worker! 
eee st 
Motor vehicles and 
equipment?.......... 371,375,379 147.9 61.3 42.6 143.0 100.5 41.5 36.3 49.9 —42 —65 426 
Aircraft and parts...... 372 81.9 69.1 29.0 33.9 31.3 26.5 26.4 67.1 —29 98 374 
Ship and boat building.. 373 8.1 3.2 1.4 0.9 21 1.0 1.6 1.9 —23 118 329 
Railroad equipment.... 374 ae 1.5 1.1 3.6 2.9 1.1 0.9 1.3 —21 —63 Q41 


Wola) arts asthe: oo ifs 234.7 135.1 74.0 181.4 136.8 70.1 65.2 120.2 —87 —3h 398 
Sieh cc TNO IESG 


1In dollars per production worker 


2 Includes motorcycles, bicycles and parts, and transportation equipment, not elsewhere classified, SIC codes 375 and 379, respectively 
Source: THE ConrERENCE BoarpD 


Table 7: Capital Appropriations Reported in Instruments, Photographic Equipment and Clocks, 1 957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved 
during: 


che cha A ese 
a nee ee an, = 
Industry co 1957 1958 1958 ¥ IV "38. ions is 
over over Production 
Ist Q. 2d Q. 8d Q. 4th Q. Ist Q. 2d Q. $d Q. 4th Q. 1957 IV’67 = Worker! 
ee 
Laboratory, scientific and 
engineering instruments 381 3.4 1.7 1.1 0.2 1.8 0.4 0.5 14 —38 464 269 
Mechanical instruments 
and control instruments 382 8.1 4.0 4.3 a2 3.5 2,2 43 3.3 —29 50 525 
ECTS oye cuotcnccs ss 383,384, 
385,386,387 1.8 2.0 1.6 4.0 2.0 1.7 1.2 45 1 12 470 
OLA ay. eagtna Secalsvalaisy sis a 13.3 Hatt 7.0 6.5 7.3 4.2 6.0 9.2 —23 42 443 


1In dollars per production worker 


2 Includes pptical instruments, surgical instruments, ophthalmic goods, photographic equipment, and watches, clocks, clock-operated devices, SIC codes $83,384,385,386, and 
887, respectively 


Source: Tur Conrerencre Boarp 


groups were, besides the highest one already mentioned, quarter and same year-ago quarter. Participating in this 
office and store machines, and construction and mining advance were five of the eight divisions of this group— 
equipment. Near the bottom of the list was the metal- electrical transmission equipment, electrical industrial 
working machinery division, with $281 per plant worker. apparatus, lighting and wiring equipment, radio and 


TV, and electronic components. 
The rise in total authorizations between the third and 
New approvals in the electrical machinery industry . fourth quarters last year was more than three times as 
during the latest quarter topped both the preceding great as that between the comparable quarters of 1957. 


SHARP RISE IN ELECTRICAL MACHINERY 


APRIL, 1959 
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Six of the eight divisions rose during the second half of 
1958 as compared with five during the same period of 
1957. 

Just as did all other metalworking industries, elec- 
trical machinery experienced poorer business last year 
than in 1957, and this situation was reflected in the 
volume of appropriations. Only electronic components 
(SIC 367) bucked the tide of lower authorizations. 

The year’s decline in approvals for this group, how- 
ever, was the least and its upsurge during the fourth 
quarter was the greatest of all the metalworking cate- 
gories. Its advance of 63% in the latest quarter as com- 
pared with the same 1957 period is in bright contrast to 
the moderate decline of 7% between the two third quar- 
ters. During 1958, the quarterly year-to-year declines in 
percentage terms were progressively reduced: first quar- 
ter, 55%; second quarter, 12%; third quarter, 7%. Thus 
electrical machinery capital appropriations apparently 
initiated an expansionary phase during the most recent 
quarter under review. In semiannual terms, a fall of 42% 
in new authorizations between the first half of 1957 and 
the first half of 1958 was virtually turned around in the 
second-half comparison, when the recent period showed 
35% higher appropriations than did the second half of 
1957. 

Appropriations of $551 per plant worker in electrical 
machinery were close to the average for all metalwork- 
ing industry. Within the group, this figure varied from a 
high of $840 for electronic component manufacturers to 
a low of $318 for makers of lighting and wiring equip- 
ment. Near the top of the range stood transmission 
equipment ($734), and close to the bottom the makers 
of radio and television receivers appropriated an average 
of $326 per production worker. 


TRANSPORTATION EQUIPMENT STILL DOWN 


In transportation equipment industries the volume of 
new approvals during the fourth quarter of 1958 de- 
clined from the same 1957 period. The rate of decline, 
however, had abated somewhat, since two categories— 
aircraft and shipbuilding—substantially increased their 


appropriations. For the aircraft industry the recent hike 
in appropriations followed three quarters of cutbacks. 

Authorizations in the transportation equipment in- 
dustry rose between the third and fourth quarters of 
1957 more sharply than between the same quarters of 
last year. The aircraft and shipbuilding industries again 
showed improvement in this respect, while the makers 
of motor vehicles and railroad equipment lagged. 

The 1958 level of new approvals was 37% below that 
of 1957. Appropriations during the first half of 1958 fell 
44% below those approved in the corresponding 1957 
period. The rate in the second half of 1958 was also 
lower than during the corresponding 1957 period, but 
the decline was reduced to 27%. Even if aircraft and 
shipbuilders continue to raise appropriations, improve- 
ment for the transportation equipment industry as a 
whole must doubtlessly wait upon more favorable busi- 
ness performance among the motor vehicle manufac- 
turers than was evident last year. 

Appropriations per worker during 1958 averaged $398 
in transportation equipment. This was near the low end 
of the spectrum for the seven major metalworking 
groups. Among the four divisions shown in this field, 
motor vehicle makers approved the greatest amount 
($426) and railroad equipment manufacturers the least 
($241). The appropriation rate in the aircraft division 
was about average. 


INSTRUMENTS’ APPROVALS IMPROVE 


Appropriations in the instrument industries rose a 
sharp 42% from the fourth quarter of 1957 to the final ~ 
quarter last year. This contrasts with a 16% decline 
between the third quarters of 1957 and 1958. The first 
two quarters of last year had each registered a 45% drop 
from the corresponding 1957 periods. 

Against a decline of 7% from the third to fourth | 
quarters of 1957, instruments’ appropriation approvals | 
advanced 53% between the same quarters last year. All 
three categories show gains in the fourth-to-fourth 
quarter comparison. On a semiannual basis, appropria- 
tions fell 45% from the first half of 1957 to the corre- - 


Table 8: Percentage of Companies and Divisions Reporting Higher or Lower Capital Appropriations, 
1958 and 1957 


In per cent 


First Quarter, 1958 
and First Q. 1957 


Industry EE eR A STE . 

Higher Lower Same Higher 
Primary metals... 4 aks 24 72 A 28 
Fabricated metal products.......... 28 55 17 26 
Machinery (except electrical)....... 29 62 9 30 
Electrical machinery and equipment.. 38 59 3 34 
Transportation equipment.......... 25 68 ff 80 
Instruments, ete. tM) OPER... 28 69 8 34 
DOA Pe foe are ind aks gees Cs. OO 29 64 7 30 


Second Quarter, 1958 
and Second Q. 1957 


Third Quarter, 1958 


Fourth Quarter, 1958 
and Third Q. 1957 


and Fourth Q. 1957 


Lower Same Higher Lower Same Higher Lower Same 
65 7 43 48 9 45 49 6 
62 12 35 49 16 36 59 5 
60 10 37 51 12 42 52 6 
63 8 88 58 4 51 45 4 
62 8 39 53 8 47 46 rf 
59 7 85 55 10 52 48 0 
62 8 388 52 10 4h 61 5 


1 Includes metal] furniture, not shown separately 

Percentages for each quarter may not add up to 100 because of rounding 
Based upon reports for 648 individual three-digit industry groups 
Source: Tun ConrERENCE Boarn 
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Table 9: Production Worker Employment in Reporting Com- 
panies as Percentage of Production Worker Employment in 
Industry, 1957 


Employment in thousands 


Production Production Co- 
Worker Worker operating 


SIC Employ- Employ- Companies 
Industry Code ment in ment of as Per- 
Firms With Cooperating centage of 
Plants of Companies Total Em- 
500 or More ployment! 
Metal furniture......... 251, 252, 
253, 254, 259 $1 12 38 
Blast furnaces, steel works 
and rolling mills....... $31 593 311 52 
Tron and steel foundries. . . 332 82 53 64 
Primary smelting nonfer- 
rous metals........... 333, 334 55 50 91 
Rolling, drawing, extrud- 
ing nonferrous metals. . 835 115 79 69 
Nonferrous foundries..... 336 19 11 61 
Miscellaneous primary 
PUIG LA Sus Ri acne velnst 339 37 20 53 
Metal cans............. $41 47 45 94 
Cutlery, hand tools, hard- 
warese. GOP e. NSS: $42 55 34 62 


Heating equipment(except 
electrical) and plumbing 


ASEULES|.}e, side. 'o. 05.015 «payers 843 33 20 61 
Fabricated structural 

products...........0. 344 61 Q7 44 
Screw products and rivets. 345 26 16 61 
Stampings.............. 346 76 51 67 


Miscellaneous coating and 
engraving on metal; 


wirework and wire 

BPTiIN gs Sel Hes Pati a 347,348 Q1 10 49 
Miscellaneous fabricated 

metal products ....... 349 55 36 65 
Engines and turbines..... 851 74 56 75 
Farm machinery and farm 

EFACLOLS a1. cea aelahs stele 852 61 35 58 
Construction, mining, ma- 

terial-handling equip- 

MICH Ge apenas s e's 5 cto» ees 353 118 81 69 
Metalworking machinery 

and equipment........ 854, 359 107 61 57 
Special-industry 

machinery..........+: 855 48 25 53 
General industrial ma- 

chinery and equipment. 856 88 57 65 
Office, computing, account- 

ing and store machines. . 357 76 51 67 
Service industry machines 858 39 19 50 
Electrical transmission 

equipment............ 361 90 49 54 
Electrical industrial 

apparatus............ 862 133 61 46 
Household appliances... . 363 97 42 44, 
Electrical lighting, and 

wiring equipment...... 364 55 28 51 
Radio and TV receivers... 865 70 85 50 
Communicationequipment 366 113 37 33 
Electronic components... 367 96 41 43 
Miscellaneous electrical 

equipment............ 869 Q7 8 30 
Motor vehicles and equip- 

AVIET Gr ovee che visilc se ain) sire le 871,375,379 636 536— 84 
Aircraft and parts...... 872 529 405 77 
Ship and boat building.. . 373 63 20 82 
Railroad equipment..... 874 43 26 60 
Laboratory, scientific and 

engineering instruments 381 41 15 36 
Mechanical instruments 

and control instruments 382 41 25 62 
Giller Paste exc ntate oe 383,384,385, 78 20 26 

386,387 
OL) 5.8 Swit vac ox: 4,025 2,508 62 


1 Calculated from unrounded data Source: TasE CoNFERENCE BoaRD - 
Based upon returns from 435 companies reporting 648 individual industry codes 
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sponding 1958 half, but they rose 13% in the second- 
half comparison. 

During 1958, appropriations per worker in this 
metalworking sector averaged near the bottom of the 
range for the seven major groups. Within this group 
they varied from $525 in mechanical and control instru- 
ments to $269 in laboratory, scientific and engineering 
instruments. 


ALL MAJOR GROUPS’ APPROVALS UP 


An alternative way to throw light on the trends 
within each major industry is to show the percentage of 
establishments or (in the case of single-establishment 
companies) companies with higher, lower, and the same 
levels of new authorizations in each quarter of 1958 
compared with the corresponding periods of 1957. In 
this scheme, each establishment or company report is 
counted as one unit. Table 8 presents this set of 
calculations. 

In contrast to the sideways movement of total dollar 
approvals in the fourth quarter of 1958 (table 1), the 
so-called diffusion of appropriations in this period indi- 
cates substantial improvement over the third quarter. 
Thus 44% of the establishments or divisions reported 
higher approvals in the fourth quarter as against 38% 
in the third quarter. The percentage of metalworking 
units reporting larger authorizations rose in the last 
three 1958 quarters as compared to the similar year- 
earlier periods. The percentage of units with lower 
approvals, moreover, steadily declined. Thus the net 
difference between these two groups dropped quarter by 
quarter (—365 in the first quarter, —32 in the second, 
—14 for the third, and —7 percentage points difference 
in the final quarter). 

While two major groups—fabricated metal products 
and electrical machinery—showed declines in appro- 
priation diffusion from the first to the second quarters, 
all six categories recorded gains from the second to 
third and from the third to fourth quarters. 

Between the first and second quarters, two groups— 
primary metals and nonelectrical machinery —showed 
increases in the percentage of units reporting declining 
approvals. All six groups reported declines from the 
second to third quarters. However, in three of the six, 
the percentage of units reporting lower appropriations 
rose between the third and fourth quarters. This tended 
to offset the increases in the number reporting higher 
approvals and helps to explain the apparent sideways 
movement in the dollar totals. There was nonetheless a 
substantial gain in the percentages for all metalworking 
industry between the third and fourth quarters—a six- 
point rise in the higher-percentage data and a one-point 
decline in the lower-percentage figures. 

In the fourth-quarter comparison the electrical ma- 
chinery and instrument groups stand out from the other 
four fields. In these two groups, more than half the 
cooperating establishments reported a higher volume of 

[Continued on page 180] 


Monthly survey of business opinion and experience 


1959 SALES PROBLEMS AND SOLUTIONS 


MPROVING the efficiency of sales effort is the most 
important sales problem currently confronting a 
majority of the 131 manufacturing companies 

participating in this month’s survey of business prac- 
tices. Survey participants also frequently mention the 
problem of obtaining more adequate coverage and pene- 
tration of markets and that of “facing and overcoming 
strong price competition.” 


INCREASING THE SALESMAN’S EFFICIENCY 


The number one sales problem for a large number of 
reporting companies is “improving the selling efforts of 
our field sales representatives.” As one company presi- 
dent puts it: “The most important sales problem facing 
our company in 1959 has to do with the individual man 
in the field, his attitude of mind, his understanding and 
comprehension of his job, and, naturally, his conscien- 
tiousness in the discharge of his duties.” 

These companies usually indicate that this year they 
are concentrating on sales training activities in the form 
of “sales meetings,” “‘sales conferences,” “clinics,” or 
“training courses.” An electrical equipment producer, 
for example, plans “a general sales conference lasting 
three to four days to reaffirm policies, philosophies, 
standards and plans. District office technical meetings 
are planned, complete with a prepared curriculum pro- 
viding product information.” 


Although many of the training programs in effect in ~ 


reporting firms relate primarily to newly hired salesmen, 
a good number also provide for the retraining of experi- 
enced sales representatives. One sales manager com- 
ments that “we now have a good initial training pro- 
gram for trainees but have seen the need for a better 
retraining program for salesmen with two or more years 
of experience.” In a similar vein, the president of a 
machinery company observes that “‘we feel that today’s 
new and highly competitive market has presented 
salesmen in our industry with challenges that have not 
been previously experienced. Therefore, the job of re- 
training the experienced salesman is as important as the 
initial training of junior men.” 

In addition to participation in formalized training 
programs, salesmen in several of the companies are 
receiving special guidance from their supervisors or, in a 
few instances, from more experienced salesmen. The 
vice-president of a textile firm explains: 


“During the last three years, we have recruited many new 
salesmen so that 75% of our total sales force consists of men 
with less than three years’ experience. In each of our divi- 
sions, we have appointed assistant sales managers whose job 


it is to concentrate in the field on our newer and weaker 
salesmen. These same new salesmen are also being brought 
into headquarters for additional administrative and tech- 
nical training during the year.” . 


Another form of specialized training, reported by a 
machinery producer, enables salesmen to profit by their 
mutual experience: 


‘We have a plan under way that involves the establish- 
ment of target accounts, that is, accounts not using our 
products but which are known to have applications for 
them. When such an account is assigned to a salesman, he is 
accompanied on his first call by the district manager of 
sales. Although the objective is to get an order, this can 
seldom be accomplished on the first call. Rather, this call is 
used to find out why we are not getting the prospect’s 
business. 

“Following the initial call, the salesman and the district 
manager set up a meeting in our office, asking at least two 
other salesmen to attend. If possible, these are salesmen who 
have been faced with a similar selling problem. The problem 
is presented to the group, and each man is asked to offer a 
solution based upon his own personal experience. An alterna- 
tive is to present the problem to the entire staff at a regu- 
larly scheduled sales meeting so that each man can con- 
tribute. The plan aims at training the other members of the 
sales organization as well as the salesman himself, and it 
gives the salesman the benefit of everyone else’s experience.” 


Recruitment and Replacement 


Many survey participants indicate that they are 
planning to hire additional salesmen in order to improve 
their selling efforts. The primary aim in many cases is to 
provide a sales force large enough to insure more effec- 
tive coverage of present markets. Other firms are en- 
larging their sales force “‘so that we can expand our 
markets” or merely “‘to meet the expected growth in our 
industry.” 

Such companies are often concerned not only with 
augmenting the size of the sales force but also with up- 
grading its quality. Thus, several firms report that they 
are exercising greater care when hiring new salesmen. 
One sales manager, for example, states that “‘we are 
being more selective in our hiring program, making 
every effort to hire men that, when properly trained, 
will make top-grade sales representatives.” Still other 
companies, looking beyond their immediate needs for 
qualified salesmen, are seeking higher-grade personnel 
whose qualities mark them as potential sales executives 
of the future. 

Replacing over-age salesmen is reported to be a major 
problem by a few survey firms. One such company 
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reports that it is “establishing new men in territories 
covered by salesmen who are not too far away from 
retirement age. We are making these older salesmen 
‘senior’ salesmen, each having a younger man under his 
training. Each senior salesman had a voice in the selec- 
tion of the younger salesman, and as the new men work 
into these territories, they will be able to take over when 
the ‘seniors’ retire, without any loss of business to our 
company. In fact, we are hoping that the younger men 
will build up new business in these territories.” 


Incentives and Controls 


The hiring of new salesmen and the provision of 
training to sharpen selling skills, while frequently 
reported, are but two of the several remedies being ap- 
plied by survey participants to improve their selling 
efforts. Some, for example, state that they are also 
increasing incentives for their salesmen by “improving 
our bonus and base pay rates.” 

Many more of the companies are instituting tighter 
controls on the sales force’s activities, thereby hoping to 
obtain the most efficient use of the salesman’s time and 
abilities. One company, seeking “to reduce waste time 
resulting from unproductive sales calls,” has introduced 
a broad program for: 


“(a) Evaluating realistically the potential of a prospect; 

(b) Determining the minimum call frequency required to 
maintain proper relations with that prospect; 

(c) Laying out specific guide lines for providing adequate 
coverage, while insuring a proper return to the com- 
pany for the expense of that coverage; 

(d) Providing information reports to guide field sales 
managers and salesmen in carrying out their plans; 

(e) Evaluating sales performance relative to that of our 
competition, as well as analyzing the economic results 
obtained.” 


Greater emphasis upon supervisory planning and con- 
trol in some firms is bringing about the establishment of 
measures and standards by which the individual sales- 
man’s performance may be fairly evaluated. A machin- 
ery company, for example, has “introduced, after 
extensive field operations research, standards of cover- 
age and performance in all sales and service activities.” 


Sales Management Needs Improvement, Too 


Survey participants who cite special problems relating 
particularly to sales management are most often con- 
cerned with “improving over-all planning” by sales 
executives or with the need for “coordinating marketing 
efforts to obtain a maximum sales effort.” 

To improve the quality of the management team in 
the sales organization, several of the companies are 
providing training for sales management as well as for 
the line salesmen. Typical is an office equipment com- 
pany that has “developed a new basic sales training 
program placing emphasis on management training, 
training sales trainers, and salesmen training.” The 
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board chairman of another company states that “we 
recognize the need for improved sales training for our 
field managers as well as for the sales force itself. In that 
respect we will be taking steps to weed out weak per- 
sonnel in both areas.” 


Dealer and Distributor Headaches 


The inadequate market coverage being provided by 
dealers, manufacturers’ representatives, or other dis- 
tributors has created a major sales problem for several 
survey participants. 

Some of them are endeavoring to broaden their mar- 
ket coverage by increasing the number of distributor 
outlets or the number of salesmen employed by their 
distributors. For a company making use of manufac- 
turers’ representatives, increasing field representation 
“involves the persuasion and encouragement of those 
representatives to hire more people.” A few respondents 
state that certain of their distributors do not appear to 
be covering potential markets effectively and that they 
“are reviewing present methods of distribution with 
the thought in mind that it may be to our benefit to 
shift additional emphasis from sales through agents to 
sales through company salesmen.” 

In some cases, respondent firms indicate that they are 
offering training programs for the benefit of distributor 
groups. Others are “promoting dealer advertising and 
adequate product display at the local level.” A few 
firms state that they are working on special promotions 
to arouse greater enthusiasm on the part of distributors’ 
salesmen for selling the company’s products. The vice- 
president of a construction materials firm reports: 


“As a special inducement to encourage retail salesmen to 
actively promote our product rather than some competitive 
product, we are conducting a nationwide premium contest 
for retail salesmen. It is our belief that such a plan will en- 
able us to get closer to our dealers’ retail salesmen and, at 
the same time, give us an opportunity to mail sales training 
and educational material directly to the homes of several 
thousand retail salesmen.” 


Particularly worrisome to a few responding firms is 
their difficulty in getting dealers to carry an adequate 
inventory of their products at the point of sale. One such 
company reports: 


“Because of the many product types and combinations, 
dealers are compelled to spread the inventory thin over a 
wide area. It becomes increasingly difficult for our dealers 
to have merchandise available at the proper time. One of our 
problems is to effect maximum distribution to these dealers. 
We are trying to improve the pipeline of supply to our 
dealers all over the country. We have studied methods of 
transportation in order to improve our service from various 
base stocking points. We have attempted to let some of our 
large dealers serve our small dealers. We have, in some 
cases, helped dealers financially so that they are able to 
carry larger inventories.” 


The case of one furniture manufacturer illustrates the 
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need reported by some companies for broad programs of 
action in order to overcome a number of distributor 
weaknesses. As this company president puts it: 


“Some extremely unhealthy discounting practices de- 
veloped in the recession as a result of mild panic. Operating 
results showed that more and more dealers were finding 
themselves on the borderline between profit and loss. 

“Under these pressures, many dealers dodged the real 
issue by trying to shift back to the manufacturer the re- 
sponsibilities of training sales forces, carrying of inventory, 
and financing of local promotions. 

“We think that a three-part program is necessary to try 
to correct the situation: 

“a, During the time that it takes to overcome the weak- 
nesses, we as a manufacturer will have to do certain 
things to fill the gap. We have increased our inventories 
to provide for the least possible delay in getting mer- 
chandise to the consumer, and we have increased our 
advertising budgets to permit stronger national pro- 
motions. 

“b. As a longer-range program, we have greatly increased 
the capacity of sales and management clinics which we 
hold throughout the year. We will try to offer these 
clinics to almost twice as many dealers as in previous 
years in an effort to help more people, which in turn 
should strengthen more and more dealers. 


ee 


c. At the same time, we are preparing an educational pro- 
gram involving new types of sales aids and field confer- 
ences, under the direction of a newly formed depart- 
ment of sales education. Such an intensified program is 
bound to find favor in the dealer organization.” 


MARKET COVERAGE AND PENETRATION 


A prime sales mission for a large number of reporting 
firms this year is to increase their market coverage and 
penetration. Most of these companies say they are 
taking action on several fronts. 

Several firms are counting especially on new advertis- 
ing approaches to create greater demand for their 
products. In this connection, reporting executives most 
often disclose plans to increase the size of the advertising 
budget. Others indicate that their companies are making 
major changes in the nature of the advertising message. 
Thus an office equipment manufacturer states that “a 
completely new advertising approach has been de- 
veloped and is initiated towards the creation of a favor- 
able company image, along with our regular product 
advertising.” And a machinery producer’s “advertising 
program has been recast to emphasize the customer 
benefits resulting from modernization programs.” 


Covering the Field 


To secure adequate sales representation, several re- 
sponding companies indicate that they are hiring more 
salesmen or increasing the number of their sales offices. 
Others are “redistributing sales strength geographic- 
ally.” For example, one company’s problem, according to 
its president, is “‘straightening out our territories, which 
have become rather badly crisscrossed over the past 


many years. We are changing sales territory boundaries 
and, in some cases, we are compensating salesmen for 
parts of territories lost in the setting up of the new 
incentive system to eliminate the possibility of any loss 
of income to them. We are inaugurating a new sales 
incentive system. With a reduction in their travel time, 
the salesmen will be able to establish new accounts and 
build themselves up financially.” 

Sales analysis is helping some survey companies to 
improve their market penetration, often by directing 
their sales effort toward those markets, customers, or. 
prospects that appear to have the best sales potential. 
One machinery company reports: 


“We hope to increase our share of the available market by 
a number of means. One of these is the planned program for 
taking greater advantage of our diversification. We have 
over two dozen product lines we can sell to the customer. 
A study showed that a large number of customers were only 
buying one or two product lines. Since we already have an 
established relationship with these customers, it was felt 
that we had significant opportunities to increase our sales by 
capitalizing on these relationships to sell the same customers 
more of our products. A definite program to accomplish this 
is now under way. At the same time we are evaluating our 
handling of certain customers to make sure that effort is 
being placed in relation to the potential of the account. We 
want to make sure that the accounts with the largest poten- 
tial receive the most attention. As a result of this':program, 
some of our smaller accounts will probably be turned over 
to distributors for handling. Another phase of our program 
for increasing our share of the available business has been 
the assignment of dollar sales objectives to individual sales 
units.” 


THE PROFIT SQUEEZE 


Typical of a large number of survey participants is the 
machinery company executive who writes that “the 
biggest sales problem for us is to make gains in the face 
of the increased intensity of competition.” 

Narrowing profit margins caused by intense price 
competition is the principal concern of these companies, 
since most of them indicate that “price competition is 
being met, as it often must be, by price concessions of 
our own.” The reported profit squeeze in many instances 
is said to be aggravated not only by mounting competi- 
tion but also by “‘increasing costs without compensating 
increases in selling price.” The president of an iron and 
steel foundry observes that “‘not only has our labor cost 
increased, but also the cost of our raw products, semi- 
finished purchase material, freight, and all the thousand 
and one things that go to make up the final cost of the 
finished product. The space between our cost and selling 
price is constantly narrowing and it is impossible for us 
to pass along these cost increases due to competitive 
conditions.” 


Cutting Costs 


Respondents who cite price competition as their major 
sales problem frequently report that their plans in- 
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clude the initiation of special efforts to reduce costs 
through greater efficiency of production or distribution. 
As one executive explains, “‘we are emphasizing through- 
out our organization the importance of reducing costs so 
that we may continue to operate profitably in spite of 
reduced income per unit.” 

Some of these companies have made or are now 
making “‘a searching study of all costs.” Such an ap- 
praisal has resulted in several production cost-saving 
measures for one metal company, whose president 
writes: 


“‘We are redesigning products to be more attractive from 
a sales viewpoint, and better suited to quantity production. 
We are eliminating marginal products. We are consolidating 
departments to improve material handling and supervision. 
In some cases we are completely changing our methods of 
production.” 


Another company that produces refrigeration equip- 
ment reports giving special attention to distribution 
costs: 


“The first step is to look at costs and margins all the way 
through our distribution system. Cost analysis now does not 
stop at the plant or within the corporation. We are con- 
cerned with the cost to the ultimate consumer. 

“Then we are determining the value to the consumer of 
each cost he incurs when buying our products. Next we will 
determine which can be eliminated, reduced, varied, etc. 

“Tn brief, we are turning to the modern marketing con- 
cept and extending it where possible so that the consumer 
will get the most value for his dollar consistent with a 
reasonable return on the investment necessary to produce 
and deliver to him the products which he wants.” 


Stressing Quality and Service 


Stiff competition is being met in still another way by 
several respondents who are “emphasizing quality and 
service.” For some firms this means that “to compete, 
we will have to stress quality and the reputation of our 
equipment which has been well established by past per- 
formance.” Similarly, an executive of one metal firm 
comments that “‘we have been emphasizing high quality 
and impressing on the customer the importance of the 
reputation of the supplier as an ingredient in the cost 
factor.” Still other respondents describe their company’s 
specific attempts to improve quality or service by such 
means as the introduction of better quality control or 
the provision of faster delivery to customers. 


Overcapacity 


Executives surveyed attribute their company’s sales 
difficulties in some instances to excess productive 
capacity. As one survey respondent puts it: 


“The major sales problem confronting our company is the 
condition of overcapacity in our industry which has caused, 
and will continue to cause, extremely competitive condi- 
tions. Our own sales problem is exaggerated by the fact that 


we are committed to expand our potential salable produc-: 


tion by 15% during the next year.” 
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The actions being taken by such firms to strengthen 
their sales and profit positions are manifold. “In antici- — 
pation of our problems,” reports the company just 
cited, “our sales force was recently reorganized along 
product lines. We are also expanding our sales force in 
an effort to obtain both better coverage of our potential 
markets and increased sales in line with our increased 
production capacity. To aid and complement our sales 
force, we are also stepping up our advertising and sales 
promotion programs.” 

Another firm, a manufacturer of instruments and con- 
trols, expanded its plant capacity about a year ago, only 
to encounter a declining market for its products. Ac- 
cording to the company president: 


“This makes the overhead problem considerably more 
critical and by the introduction of new products, more ag- 
gressive sales efforts, and the tapping of foreign markets, in 
1959 we must achieve 1957 volumes or better. The steps 
which we are taking to achieve these goals include a crash 
program to accelerate the introduction of new products, 
some of which were scheduled for 1960 sale. We are looking 
seriously at the license manufacture of some foreign inven- 
tions to augment our product line, and we are expanding our 
sales offices wherever we feel the manufacturer’s representa- 
tives are not doing as effective a job as could be done by our 
own direct salesmen.” 


Foreign Competition 


Foreign products moving into American markets are 
singled out by a few survey participants as a serious 
sales problem. One such company observes that “wage 
levels move continually higher because of built-in infla- 
tionary factors, such as escalator clauses, pensions, etc., 
and because of increasing demands for more and more 
hourly pay. Therefore, it becomes increasingly difficult 
to compete with foreign products made by low-cost 
labor.” The methods variously employed by respondents 
to combat foreign competition often include stressing 
service and product quality and special efforts to reduce 
costs and improve sales efficiency. 

The executive vice-president of one company, for 
example, lists his firm’s five-point answer to foreign 
competition as follows: 


“More technical assistance for sales personnel by confer- 
ences and training; plus more field work by the engineering 
staff; 

“Factory cost reduction in an effort to reduce selling 
prices; 

“Increased effort to broaden product lines; 

“Continued efforts to improve service, both delivery and 
performance, and unrelenting endeavor to improve product 
quality at the same or lower costs; 

“More concentrated surveyal of foreign competition and 
the actions necessary for us actively to compete with it.” 


Selective Selling 


Survey participants who find themselves in highly 
competitive markets frequently report the use of selec- 
tive selling practices in an effort to maximize profits. 
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These companies often state that they are “emphasizing 
selling for profit rather than volume” or that they are 
seeking an “improvement of the product mix.” 

Some such firms are “refraining from making sales on 
which we cannot show at least a small profit.”” More 
often, executives indicate that their companies are put- 
ting “greater sales effort on those products which will 
support higher prices,” ‘on merchandise which bears a 
better profit margin,” or “‘on goods where the competi- 
tive factor is less significant.” 

Other survey participants say they are being selective 
about the customers or markets they solicit. In some 
cases this involves concentrating on the larger, high- 
potential accounts. ““To improve the productivity of our 
selling,” explains a chemicals producer, “we are classify- 
ing customers and prospective customers as to size, 
potential, and number of sales calls so that we can 
determine with greater accuracy where to place major 
emphasis in personal selling effort. This will be done ona 
division by division basis.” 

Similarly, a construction materials firm is “using a 
pinpointed selling approach to our markets based upon 
careful evaluation of customer needs within those mar- 
kets, rather than a ‘shotgun’ or saturation approach to 
selling.” 


DEVELOPING NEW PRODUCTS 


The development, introduction, and promotion of 
new products poses a major problem to many of the 
companies surveyed. As one reporting executive puts it, 
“‘we must effectively develop new and modified products 
to maintain sales volume in the face of more intense 
competition.” The vice-president of an instruments 
company also states that “our most important sales 


problem is the introduction of several new and im- ~ 


portant products. In our business, like many others, 
sales success is based upon new products. We have 
unfortunately had something of a dearth of them during 
the past couple of years but are now coming up with 
some good ones, and they have to be launched success- 
fully.” . 

Frequently such firms are also concerned with “de- 
monstrably improving existing product lines” as well as 
searching for new uses and applications for their existing 
products. 

These companies often state that they are placing 
greater emphasis upon research and development work 
in the hope of obtaining new and improved products for 
their markets. Some are also strengthening their mar- 
keting research and product planning activities as an 
aid to the successful introduction of these products on 
the market. 

Thus a paper company “plans on engaging in exten- 
sive technical research as well as marketing research to 
develop suitable products for which there is a known 
demand.” And a manufacturer of instruments and con- 
trols is seeking to facilitate the development of new 
products by setting up “a thorough product-planning 


procedure at corporate headquarters and in each 
division.” 
RECESSION REVELATIONS 

“Weak,” “complacent,” “mediocre,” “marginal,” 
“lacking in initiative’ are the words used by many 
survey participants to describe the performance of some 
members of their sales force during the recent recession. 
Such substandard salesmanship is often described as the 
most serious sales weakness exposed by the recession 
ordeal. Comments one company president: 


“We see nothing new in the results of the last recession, 


since we have been through many of them in our company 
history. The 1957-1958 recession revealed the same weak- 
nesses in our selling effort that were generally found 
throughout all business. History has always made it plain 
that adversity brings out the very best in any man, whereas 
prosperity is inclined to do just the opposite. Therefore, 
after a period of good business such as industry had experi- 
enced since the end of the war, it was natural that sales 
divisions were the weakest since the last tough pull. Such 
softening is most obvious in the planned and concentrated 
effort that a salesman puts forth. It gnaws away gradually 
at the man’s attitude toward his work and on his judgment. 
These tendencies creep in slowly, and it takes a long time to 
overcome them when the going gets tougher.” 


A number of executives indicate that it took the 
“hard sell’? requirements of the recession’s depressed 
markets to uncover their ineffectual salesmen. Typical 
is the president of an industrial machinery company for 
whom the recession revealed “‘a lack of technical back- 
ground and sales initiative on the part of, fortunately, 
only a few of our sales engineers. They made money for 
us when business was good, were only ‘break-even’ men 
in periods of normal business, and definitely became 
‘loss’ men as soon as the market tightened up. Since 
there were relatively few of these men, we have already 
replaced them or moved them into jobs more suited to 
their abilities. The long range result is simply that we 
will not again optimistically hire men who lack the 
necessary educational and experience background to 
sell our type of technical products.” 

A related weakness observed by several reporting 
companies was a general tendency prior to the recession 
for their salesmen to become mere “order-takers.” As 
one board chairman puts it, “‘the 1957-1958 recession 
period reemphasized our need for a comprehensive type 
of selling effort that ‘develops’ customers, as opposed to 
one of only ‘servicing’ orders.” 

A few companies mention that the recession also 
showed a need for better planning, coordination, and 
alertness on the part of sales management as well. One 
such company “learned that decisions were too slowly 
made, resulting not only in delayed action but also in 
lost enthusiasm.” 


Inadequate Market Coverage 


According to many reporting executives, the recession 
disclosed that their company’s potential markets were 
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not being covered adequately or effectively. Some re- 
spondents report, for example, that the “frequency and 
continuity of contact with our customers had become 
too thin.” 

A number of such companies found that they “needed 
more sales manpower in the field.”’ For others, the reces- 
sion pointed up the need to “revise distribution meth- 
ods” or to change the structure and alignment of the 
company’s sales organization. A case in point is related 
by the president of a metal fabricating firm: 


“One of our weaknesses was a centralized sales organiza- 
tion which was really not in harmony with the customers’ 
need for a decentralized sales staff that could cover the 
territory more often. During the past year we have intensi- 
fied our sales coverage considerably and have broken down 
our previous territories into smaller areas. Instead of using 
factory-based salesmen, we have moved our men out into 
the field, relocating them in their respective territories. In 
addition, our sales manager is spending much more time in 
the field, supervising activities and calling on top accounts 
with our men.” 


Lack of Diversification 


The recession experience of many survey participants 
revealed a serious need for wider diversification of mar- 
kets. In many such instances the company’s welfare was 
found to be closely tied to customers or markets that 
were particularly vulnerable to the downswing in the 
business cycle. For instance, the president of an instru- 
ments company writes: 


“Our product line is too dependent on one particular 
market, 1.e., capital equipment. As capital equipment pro- 
duction went down during the recession, so did our sales 
curve. It is clear that to be immune to this cycle, we must 
broaden our product lines into markets that do not follow 
the same cyclical pattern.” 


Similarly, the president of a steel foundry reports that 
“during the recession, we found that over 50% of our 
total sales were connected directly or indirectly with the 
transportation industry. This industry, especially the 
railroad part of it, was hard hit during the 1957-1958 
recession. Their purchases were at a minimum, bringing 
a tremendous over-all decline in our sales in comparison 
with our norm. Future sales efforts will be directed 
toward drastically reducing the percentage of our sales 
_ to this industry.” 

Other companies feel that if their product line had 
been broader, they would have been in a better competi- 
tive position during the recession. 


High Costs 


The recession led several responding firms to discover 
that their manufacturing and distribution costs had 
climbed to excessively high levels. The corrective action 
taken in some cases has resulted in more or less perma- 
nent provision for better cost control. For example, a 
producer of specialized machinery found “a weakness in 
the control of distribution expenses at branch levels. All 
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of our branches have since been put on a budget system 
for sales expense to correct this weakness.” In a similar 
action, an office equipment manufacturer has “‘estab- 
lished sales expense budgets at the district level, whereas 
these heretofore have been operational only at the 
company-wide level. Allowances on controllable ex- 
penses will be established, enabling our district man- 
agers to maintain a more direct and educated control of 
those expenses.” 


SOURCES OF STRENGTH IN THE RECESSION 


While the unsatisfactory performance of some sales- 
men was the most common deficiency encountered dur- 
ing the recession, the most frequently cited source of 
strength for others was the “loyalty,” “‘vitality,” “resili- 
ence,” and “productivity” exhibited by the sales force 
in that period. Some firms also give credit to the strong 
sales performance turned in by their distributor organ- 
izations. 

In the opinion of several executives, their sales during 
1957 and 1958 were particularly bolstered by a good 
company reputation. Typical of these respondents is the 
textile company president who comments that “our 
strength, which paid dividends in our sales efforts, was 
our reputation for fair dealing, quality, and dependa- 
bility. This stood us in good stead throughout the 
troubled period.” 

Just as the lack of diversification in markets or 
products worked to the particular disadvantage of some 
reporting companies, the ability to capitalize on their 
diversification proved to be a special advantage to 
others. “In retrospect,” observes the president of a lum- 
ber company, “it has been demonstrated to us that the 
diversification of our markets and customers was largely 
responsible for our maintaining a volume of sales some- 
what above that of the average for our industry. Our 
long-range plans will concentrate even more on stability 
of markets and the development of new outlets for our 
products.” And to a producer of industrial machinery, 
“the recession proved that product diversification and 
new product development were in reality very profitable 
investments. Divisions with a heavy schedule of new 
products suffered the least during the recession period.” 

In a similar vein, one producer of construction materi- 
als reports that “the general business recession revealed 
the vulnerability of mature and declining products to cy- 
clical contraction as well as the relative imperviousness 
of strongly established growth products to adverse 
economic influences. This recent experience points un- 
mistakably to the need for a still greater acceleration of 
new product development aimed ultimately at building 
growth products as a larger proportion of the total 
company line.” 


A Silver Lining 


The very fact that the flaws in their sales efforts were 
revealed by the recession forced many of the companies 
[Continued on page 191] 


Measuring Intercity Price Differences 


The Conference Board presents an initial index for five American cities 


official who was about to be sent on an extended 

mission to a remote post. He would be gone for a 
number of years suffering the discomforts of an oppres- 
sive climate and the hardships of an unaccustomed diet. 
He would not be seeing his friends. His newspapers 
would be old, his cigars stale. With its usual efficiency, 
the Department, having carefully enumerated the vari- 
ous elements of discomfiture in the envoy’s new situa- 
tion, was able to calculate their precise monetary value 
and to make the necessary salary adjustments. How- 
ever, one item eluded this process; there was no beef in 
any familiar form available at the new post and if the 
envoy were to consume any meat at all it would have to 
be that of a particularly tough and expensive breed of 
buffalo. A solution was not long in coming. It was de- 
cided that the envoy would receive an annual sum of 
$200 for the higher price of the buffalo plus an equal 
amount to compensate him for having to eat it in the 
first place. 


[ost is a story about a State Department 


Need for New Measures 


The story may be apocryphal and is not cited as 
typical of State Department procedure but rather as an 
example of the kind of improvisation that might be 
superimposed on an otherwise elaborate structure of 
salary adjustment. The fact remains, however, that 
there is a gap in the kind of information needed for 
making appropriate adjustments in the compensation 
of personnel taking up a new residence. There are no 
current and publicly available measures defining the 
differences in relative living costs among cities in the 
United States, although a considerable body of data— 
either under the auspices of the State Department or 
the United Nations—exists for international com- 
parisons. 

The last intercity price indexes to be published for 
this country date back to October, 1951, when the 
Bureau of Labor Statistics issued indexes for forty 
cities. 

A new measure of intercity price differences and living 
costs has just been completed by THz CoNreRENCE 
Boarp. This measure is in indexes, which are presented 
here in summary fashion in order to make it immedi- 
ately available to interested Associates. 

The first set of indexes attempts to assay intercity 
price differences as based on a uniform market basket. 


The second estimates intercity price differences accord- 
ing to any one of five market baskets and yields, in addi- 
tion, a set of intercity living-cost indexes. 

Statisticians have been careful to draw distinctions 
between price and cost-of-living indexes. Briefly, a price 
index measures changes or differences in price only and 
applies the same set of weights to prices at a particular 
time or place as were used for the base with which the 
prices are compared. A cost-of-living index, on the other 
hand, compares estimates of actual outlays at two times 
or places and in doing so permits quantities to vary as 
well as prices.! 

The underlying expenditures used to compute the 
indexes presented here are those that represent the con- 
sumption patterns of moderate income families living in 
five large cities. As has been true of the Board’s earlier 
work in the field of index numbers, the group character- 
istics are essentially those underlying the Bureau of 
Labor Statistics consumer price index. Spending pat- 
terns are for wage-earner and clerical-worker families of 
two or more persons with a net after-tax income in 1950 
not greater than $10,000 and with a preponderance of 
incomes in the $3,000 to $5,000 range. For the purpose 
of the intercity price indexes, the group has been further 
restricted to include renters only. 


Uniform Market Basket 


If it is assumed that patterns of consumption are sub- 
stantially similar in all major metropolitan areas—an 
assumption that seems reasonable for the United States 
—then the use of a uniform market basket is justified. 
As used here, this basket is a simple average of the indi- 
vidual city quantity weights, and the resulting indexes 
estimate the relative costs of an identical bill of goods 
and services in each of the five cities. Although there is 
a correspondence between living costs and the prices of 
goods—particularly where consumption patterns are 
similar, these measures are most accurately designated 
as intercity price indexes rather than cost-of-living 
indexes. 

These indexes are shown in some detail in table 1 for 


=z PaQn 
‘3 ., a bQb 
where P’s and Q’s are prices and quantities, and subscripts denote 
either time or place. In this case only the P’s vary but the quantities 

PaQa 
i aed fal = PrQo 
Here the quantities are matched with their own prices and are not 
necessarily the same in the numerator and denominator 


1$ymbolically, one form of a price index would be 


are fixed. A cost of living index can be represented by 
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the first quarters of 1956 and 1957 and for the first and 
third quarters of 1958. The base of all indexes is New 
York, which therefore is assigned an index value of 100. 
The “all-items” indexes reveal a marked stability in 
relative prices over time. The ranking of the cities is 
affected by a very small shift in relative living costs in 
Boston, advancing this city from fourth to third position 
and exchanging its position with New York. There is in 
fact a tendency for all cities to become somewhat more 


‘expensive as compared with New York, but the shift is 


small and may not be statistically significant. 


Range of the Differences 


Also worth noting are the relatively small spread of 
about 11% between the cities that show highest 
(Chicago) and lowest (Houston) cost and the stability of 
this spread. Consumer prices from the first quarter of 
1956 to the third quarter of 1958 rose by about 8% as 
measured by the Bureau of Labor Statistics. The fact 
that relative costs for the five cities were virtually un- 
changed indicates that the price movements in each 
were of about the same magnitude. 

Component parts of the indexes display varying de- 
grees of dispersion. Food in the city with the highest 
costs was priced, as of the third quarter of 1958, at only 
6.7% above that for the lowest-cost city. The cost 
spread for food was the narrowest of all major com- 
ponents, a finding that corresponds to that of earlier 
interregional price surveys. However, food-cost differen- 
tials are apparently wider than those shown in earlier 
surveys. The spread in October, 1951, in the food 
budgets of the five cities, according to the Bureau of 
Labor Statistics city workers’ family budget, amounted 
to two index points as compared with a spread, as 
shown in the present study, of more than six points in 
1958.1 Nonfood components display a much wider vari- 
ability, with a ratio of 1.185:1 between the high-cost and 
low-cost cities. 

Embedded in the nonfood component are rents with 
a high-to-low ratio in excess of 1.3:1. Differences in ren- 
tal costs are probably exaggerated by these indexes, 
since the rental units appearing in the sample are more 
nearly representative of the housing stock of the early 
1950’s than of later accretions. Because of this, costs 
based on these units would tend to be an imperfect re- 
flection of the rental market as it has developed since 
then. This is particularly true of cities like New York 
where the continuation of rent control on prewar units 
has widened the price gap between new and older units 


to a greater degree than in cities where rent control has 


been lifted. However, individuals in the income groups 
to which these indexes apply are not likely to be among 
those renting in the newer units. Hence any magnifica- 
tion of rental spreads owing to relative obsolescence of 
the weight base is not likely to be of an order sufficient 
to close the gap to any significant degree. 


1 For city workers’ budget figures see Monthly Labor Review, May, 
1952 
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Table 1: Intercity Price Indexes Based on a 
Uniform Market Basket 
(New York = 100) 
Chicago 


Boston Houston Los Angeles 


Third Quarter 1958 


MUP Pemisety none ecco g 100.3 106.1 95.6 102.5 
HLOOGL ES seer Rene ak 96.7 98.3 93.7 99.4 
IN OTEGOG Arecue, Mort AA tesa ne 101.9 109.5 96.4 103.8 
RENESAS she eee thas cae 109.2 129.3 97.3 107.2 
Other nonfood........... 99.2 102.1 96.0 102.5 
rousing? wae oes Sore act 104.6 119.1 96.9 104.2 
Apparcl*seiu: cumin: Oke 99.5 101.2 93.8 101.8 
Transportation®.......... 94.6 105.5 92.0 93.1 
Sumaries®. 26s...) MPSS 2% 104.2 102.3 100.1 111.5 

AN rood seam 48 6d Fae 98.2 100.1 96.1 101.6 

Allservacess 50724 fico toes ss 104.2 116.8 94.7 104.1 

First Quarter 1958 

All Ttems 320. eek ae os 99.7 106.5 95.3 101.9 
OO sered, cree a eae os 96.6 99.2 93.2 98.8 
INOnLOOd as (re bc Pee eae 101.1 109.6 96.2 103.2 
RGTELA etre ey cates cca Sicpire = 110.1 128.8 98.0 109.3 
Other nonfood........... 97.8 102.5 95.6 100.9 
ousingta temps. tease ak 105.1 119.0 97.5 105.6 
Siar ee. | 98.3 100.4 93.2 100.8 
Transportation® ......... 90.5 106.2 91.8 88.9 
Sundries®sesxeee cate eS 103.8 102.9 98.9 110.5 

Altgoods?! tate nc sere os: 97.2 100.7 95.8 100.5 

All services® ...... Ree: 104.2 116.8 94.4 104.2 

First Quarter 1957 

PATOL ECT Sis sac peecus we ioncwe tin ices 99.4 105.5 94.8 101.9 
Hood! Fa celts sey. es Ot Bs 96.6 98.9 95.2 99.8 
INOnLOOd.. ite ae eet. 100.5 108.2 94.6 102.8 
Ren once a So Oe ane 107.5 126.9 95.1 107.3 
Other nonfood........... 97.9 101.2 94.4 101.1 
FIQUBIND aed © cine eee 104.0 118.2 95.8 104.6 
Apparel AEP on Set 98.6 100.5 93.7 100.8 
Transportation® ......... 93.1 101.0 87.5 91.4 
Sundries | voi Soot oe Ee. ¢ 101.5 102.1 98.2 109.2 

Alltgoods'> -02r.tick « each = 97.5 99.9 96.4 101.3 

Allisenvices? 550 ste ee. 102.7 115.2 92.0 103.0 

seg a i ae a 

First Quarter 1956 

Alenis? 24 .ctets kee es 99.3 105.8 95.2 102.1 
Boodlsan) 2h is ae SSE 98.4 101.0 96.1 100.9 
INonfood s Acu.chs isa, - aceon 99.7 107.8 94.9 102.6 
1 2157 eee es A eam Pe Se 103.6 125.1 96.1 107.5 
Other nonfood........... 98.2 101.1 94.4 100.7 
I OUSING? 3 ees: sehsziettOws 101.6 117.5 96.0 104.8 
Apparel® 5.0.35 24.5 \° yrtoe 98.2 100.9 92.8 100.1 
Transportation® ......... 95.1 98.7 89.4 91.5 
Sundries® 230.33. dies 100.7 102.8 98.0 107.9 

Alliscodstecsi.- 55.5 outers 98.9 100.7 96.7 101.6 

Alliservices® 2.2 .....ia820-4¢ 100.0 114.5 92.6 102.8 


ES 

1 Includes food away from home 

2 Includes fuel and utilities 

3 Includes rent, housefurnishings and equipment, and household operations 

4 Includes men’s apparel, women’s apparel, and apparel material and services (dry 
cleaning and shoe repair) 

5 Includes automobile purchase, upkeep (gasoline and oil, tires, and auto repairs), 
insurance, license, taxes, and local public transportation 


6 Includes medical care (hospitalization plans, hospitalization rates, physiciazis’ fees, 
dentists’ fees, optometrists’ fees and drugs), personal care (barber aha services, 
beauty shop services and personal care supplies), recreation (television and radio, 
motion picture admission), toys and equipment, alcoholic beverages and tobacco, and 
other sundries (reading materials, education, stationery and postage, gifts and 
miscellaneous) 


7Includes food, housefurnishings and equipment, household cleaning materials, 
apparel except services, transportation except public transportation and auto repair 
services, drugs, personal care supplies, radio and television, toys and equipment, 
alcoholic beverages and tobacco, reading materials, stationery and gifts 

8 Includes rent, household operations other than supplies (laundry services, domes- 
tic wages, telephone rates), clothing services, auto repairs excluding parts (chassis 
lubrication, front end suspension and brake lining), local public transportation, auto- 
mobile insurance, license and taxes, medical care other than drugs, personal care other 
than supplies, motion picture admissions, postage, tuition and miscellaneous services 
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Table 2: Intercity Price Indexes Based on 
Individual City Market Baskets 
(New York index based on its own market basket = 100) 


Boston Chicago Houston Los Angeles New York 
Prices Prices Prices Prices Prices 


Boston Market Basket 


ALT tems oe ioc, es 98.7 105.2 94.4 101.1 98.3 
i Dives Re See 89.6 91.9 87.4 92.8 92.8 
Nonfood........ 103.1 111.6 97.7 105.1 100.9 

Rents. seek: 115.6 136.8 103.0 113.4 105.8 
there seg: 98.0 101.3 95.6 101.7 98.9 

Chicago Market Basket 

All Items......... 106.0 ii Vi ten | 100.5 107.4 105.4 
Hoods 2. a.2 92.6 93.2 89.8 94.4 95.9 
Nonfood........ 112.5 119.8 105.8 113.8 110.0 

Renticecenper 105.6 125.0 94.1 103.6 96.7 
Others... 115.4 117.7 110.6 117.9 115.4 

Houston Market Basket 

Allittems 3.0 vex, - 97.6 102.8 92.6 99.8 97.1 
Hood’ 7 Acne « 76.9 771 74.3 78.2 73.8 
Nonfood........ 107.6 115.3 101.5 110.3 106.0 

Rents se. 102.8 121.7 91.7 100.9 94.2 
Other. 25... .; 109.6 112.7 105.6 114.2 110.9 

Los Angeles Market Basket 

All Items......... 100.6 106.8 96.3 102.7 101.2 
Moods. \ ci teh ae 86.5 88.6 84.0 89.0 89.2 
INonfoOd sieets.cese 107.5 115.7 102.3 109.4 107.0 : 

Henttc Sees 99.2 117.4 88.4 97.3 90.8 
Others e262: 110.8 115.0 108.0 114.3 113.6 

New York Market Basket 

Alleitemsicn.ea50s 100.8 106.8 96.2 103.3 100.0 
Wood wc ce nee 96.0 98.1 92.7 99.8 100.0 
Nonfood........ 103.1 111.1 98.0 105.0 100.0 

ten t* crepe pic 109.2 129.3 97.3 107.1 100.0 
Other sere) 100s? 103.7 98.2 104.2 100.0 


* Includes fuel and utilities 


The range of differences in apparel prices bears a close 
similarity to that for food. The trade practice of classify- 
ing items by price groups introduces some difficulties in 
product identification, and acts to understate price 

‘changes and narrow differences. On the other hand, the 
transportation and sundries components are character- 
ized by intermediate differentials and these are not 
likely to be subject to any appreciable distortion. 


Food Price Differentials Smallest 


It has been frequently observed that changes over 
time in consumer price indexes tend to correspond to 
the changes in food prices. This observation does not 
hold for spatial indexes, however, since differentials are 
smallest for food prices. Instead, variations in intercity 
differentials are based on the cost spreads of nonfood 
components—rent in particular, and housing costs, 
transportation and sundries generally. This generaliza- 
tion is subject to the qualification that comparisons are 
being made for similar regions.! Where this condition 
applies, it should be possible to estimate intercity price 


1 Tae ConrERENCE Boarp is currently experimenting with a short- 
cut procedure 


indexes with relatively small error without considering 
food or clothing prices. 


Varying Market Baskets 


Data underlying the indexes in the uniform market 
basket may be expanded to construct a number of addi- 
tional sets of index numbers and these will throw some 
light on the nature of adjustments that are required 
either in effecting a shift in personnel or in establishing 
wage differentials. 

Table 2 shows the effect of varying weights as well as 
prices. Each row represents the market basket of one of - 
the cities evaluated at the prices of each of the cities in 
turn, and each column a varying market basket evalu- 
ated at the price structure of a given city. The base city 
is again New York. Cost-of-living indexes, as distin- 
guished from price indexes, are displayed in cells in the 
table where both price and quantity refer to the same 
city.! 

It is now possible to evaluate several kinds of costs. 
For example, an employee moved from New York to 
Chicago would require an increased remuneration of 
6.8% if he is to retain his accustomed living standard 
but one of 11.1% if he is to adopt the standards of 
Chicago. Similarly, a Chicagoan transferred to New 
York but retaining his own consumption pattern would 
require no increase and could still reduce his outlays by 
more than 5%. A shift to the New York standard would 
save him as much as it would raise the costs of the New 
Yorker making the opposite move. 

Comparing these results with the uniform basket, it 
appears that the single basket tends to underestimate 
changes in the cost of living, the latter involving, as it 
does, both quantity and price shifts. Also, it is worth 
noting that the cost of shifting from city A to city B 
while retaining the pattern of A is not necessarily the 
inverse of the cost of shifting from city B to city A while 
retaining B’s pattern. Under the uniform market basket, 
however, a shift in one direction is the simple inverse of 
a shift in the opposite direction. 

Of the two alternatives of consumption according to 
home patterns and of consumption according to local 
patterns, the latter is ordinarily the less costly. This 
does not hold for the cities compared in table 2. These 
cities are either typically expensive or typically cheap. 
The reason for this may be that the populations of the 
several cities are not strictly homogeneous with respect 
to income and that differences in living costs can, there- 
fore, be attributed to income as well as price factors. 


Income Shifts and Price Shifts 


The distinction between income and price shifts can 
perhaps be clarified graphically. The chart compares 


= PaQp 


= PnQn 
where subscripts denote cities: any two cities A and B and New York 
N. Where both price and quantities in the numerator refer to the same 
city, the index represents the relative cost of living in that city as 
compared with New York. The weights, that is, the “Q’s,”’ are the 
base-year weights of each city 


1 Each cell contains an index which may be expressed as 
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How Income and Price Can Affect an Index Number 


EXPENDITURES 


! 

1 
wae wanna eH 

@ 


° a 
INCOME 


A hypothetical example 


expenditures in two cities A and B. Levels of expendi- 
ture rise in each of the cities as incomes rise; however at 
any income A’s expenditures are higher than B’s. If it is 
assumed that families with the same money incomes 
have approximately the same tastes, then most of the 
differences at any income level will be due to differences 
in price (for the sake of ease in exposition, it will be as- 
sumed that all of the difference at any one income may 
be ascribed to price). Hence, at an income of oa dollars, 
expenditures in city A are cd dollars higher than in city 
B; and, if living costs are compared for families with the 
same incomes, the entire difference would be owing to 
price. 

But if the expenditures are compared for families with 
unequal incomes, then the difference in outlays would 
be due to a component made up of unequal income as 
well as differences in price. Thus, if incomes in city A 


Table 3: Average Income and Expenditures of 
Wage-earner and Clerical-worker Families 


Boston Chicago Los Angeles New York 


Average family income, 1950 

(dollars) ee ack aa lus 91° 3,886 4,363 4,298 3,990 
Average expenditure for cur- 

rent consumption, 1950 


(dollars)* TER otis Hoe 4,301 4,575 4,452 4,248 
Index of expenditures, 1950 , 
(New Work = 100) 2-2. -- 101.2 107.7 104.8 100.0 


Price relative, 1958 average 
compared with June, 1950. 121.3 123.5 123.6 120.0 
Estimated 1958 consumption 


expenditures..........--- 5,217 5,650 5,503 5,098 
Index of expenditures, 1958 

(New York = TOO) oie 102.3 110.8 107.9 100.0 
Cost of living index, 3rd quar- 

ter, 1958, from table2..... 98.7 111.1 102.7 100.0 


1 Bureau of Labor Statistics, Bulletin No. 1097 (revised) 
Expenditures tend to be typically higher than income in consumer expenditure 
surveys 
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average ob dollars and in city B oa dollars, the corre- 
sponding difference in expenditures would be bf minus 
ac. But this would be made up of a price difference cd, 
plus an income difference ef, and is equivalent to a com- 
parison of living costs between recipients of unequal 
incomes. 

It appears that even a small difference in incomes will 
tend to introduce a distortion into a cost-of-living index, 
although the difference in incomes may be too small to 
produce any significant alteration of consumption pat- 
terns and would therefore not be likely to distort an in- 
tercity price index. Unless expenditures have been ad- 
justed to correspond to incomes of equal size for all 
cities, the choice of an index for salary adjustment 
narrows down to a price index based on a single market 
basket. 

That there were actual differences in average incomes 
that could account for the kind of distortions of cost-of- 
living estimates discussed above is borne out by table 3, 
which shows a general correspondence between income 
and expenditure levels.! If expenditures are brought 
forward to 1958 by BLS price relatives, converted to 
indexes and compared with the cost-of-living indexes 

1 Houston was not included in this table because the expenditure 


survey for this city was made in 1948 and its inclusion was not essen- 
tial to the illustration 


Table 4: Intercity Price Indexes Based on 
Fisher Index Formula 


Base City Boston Chicago Houston Los Angeles New York 
Boston 
ee ae SS 
All Items......... 100.0 105.7 95.3 102.2 99.4 
Hood, Want eis 100.0 101.6 97.0 103.2 103.9 
Nonfood........ 100.0 107.4 94.6 101.8 97.4 
Rents vast boos 100.0 118.4 89.1 98.1 91.6 
Other.......- 100.0 102.7 97.0 103.4 100.1 
Chicago 
es 
All Items......... 94.6 100.0 90.3 96.4 94.2 
"HOO aos ests ts 98.4 100.0 96.3 100.8 102.4 
Nonfood........ 93.1 100.0 88.2 94.8 90.9 
Rentec acer 84.5 100.0 75.3 82.9 77.3 
Other. 2:855.% 97.3 100.0 93.8 99.8 97.2 
ees ene eee ee aa 
Houston 
ae 
AllItems......... 105.0 110.8 100.0 107.2 104.4 
Gods see te 103.1 103.9 100.0 105.6 107.1 
Nonfood........ 105.7 113.4 100.0 107.8 103.2 
Renteey5 25.052 112.2 132.8 100.0 110.0 102.7 
Others saeec tc 103.2 106.6 100.0 107.0 103.4 
Los Angeles 
oe 
AllItems......... 97.8 103.7 93.3 100.0 97.6 
OOO. oe crsceie cus. «= 96.9 99.2 94.7 100.0 100.2 
Nonfood........ 98.2 105.5 92.8 100.0 96.5 
Rent acctesce 4 101.9 120.7 90.9 100.0 93.3 
Otherto so2' cc. 96.7 100.2 93.5 100.0 97.7 
New York 
ns 
All Items........- 100.6 106.2 95.8 102.4 100.0 
Hoods sltietenancusis 96.3 97.6 93.4 99.8 100.0 
Nonfood........ 102.7 110.0 96.9 103.6 100.0 
Rent. 4 ast 109.2 129.3 97.3 107.1 100.0 
Others . 2 seis 99.9 102.8 96.7 102.4 100.0 
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taken from table 2, it becomes apparent that they are in 
broad although not perfect agreement. It is clear, at any 
rate, that Chicago’s high income in the survey year con- 
tributed to the high cost-of-living estimate in 1958. 


The Fisher Index 


It will be recalled that a price shift is measured by a 
comparison along a given city row in table 2. Since two 
cities are involved in each comparison, this effect may 
be measured by comparing the indexes for the cities in 
question in either of two rows. The effect of a move from 
New York to Chicago can thus be evaluated either at 
the New York or the Chicago basket. In this instance, 
a move from New York to Chicago evaluated in terms 
of the New York basket would entail an increase of 6.8% 
as against one of only 5.5% in terms of the Chicago 
basket. 

In more general terms, intercity price indexes will 
differ depending on the weighting method used. The 
price levels of any two cities A and B may be compared 
through the use of at least two methods; prices may be 
weighted by the consumption pattern of city A or by 
that of the base city B. These two indexes may not be 
equal, and in fact the index based on city A weights will 
tend to be the smaller of the two.! 

Index numbers of this type may be combined as an 
average to yield a single figure. The usual combination 
is effected by means of the Fisher index formula, the 
results of which are summarized in table 4. The relative 
costs of any two cities may be read from this table by 
finding the index which corresponds to a city in the top 
stub and another in the side stub. The all-items index 
for Chicago as compared with New York is thus 106.2, 
which is midway between the two indexes found pre- 
viously. It will be noted that the values in the New 
York row (or in any row of indexes that are adjusted to 
make New York equal to 100) are very close to those of 
table 1. This would indicate that little is gained by con- 
- sideration of separate market baskets for the cities in- 
cluded in these indexes. 


Some Limitations 


An intercity price index can provide a partial answer 
to what is, in fact, a multidimensional problem. In the 
first place, intercity price indexes, like all index numbers, 
fall far short of the quantitative precision characteristic 
of physical relationships. Whatever the care lavished on 
their construction, they can do no more than to suggest 
the approximate differences in living costs as between 
one area and another. 

As statistical entities, they are subject to sampling 
variation and can at best indicate the most probable 
value of cost differentials without, however, pinpointing 
them. Moreover, they are based on the spending habits 


1 The index number formula for the index using city A weights is 


: aa The formula for the index with city B weights is ee “ee 


of families with rather diverse characteristics. For ex- 
ample, family size ranges from two to more than six 
persons. Obviously, an index number that does not take 
explicit account of this variable cannot provide a precise 
measure of the impact of a move on families of unequal 
composition. 

Secondly, many qualitative factors that completely 
defy index-number measurement should nevertheless be 
considered in evaluating the real costs of relocation. 
How, for example, can the cultural opportunities of a 
metropolis be weighed against the serenity of a small 
community? What value can be placed on the severance 
of ties with friends of long standing? Even though an 
employee usually knows in advance whether his career 
will require a change of location and is presumably pre- 
pared to make whatever moves are necessary, there are 
bound to be unanticipated psychic costs for which no 
natural monetary equivalent exists but for which com- 
pensation of some kind might be made. 


Leo B. SHoHAN 
Division of Consumer Economics 


Metalworking Appropriations 


[Continued from page 169] 


new authorizations. The increase in the number of pri- 
mary metals, nonelectrical machinery, and transporta- 
tion equipment units reporting higher approvals has also 
been considerable since the first half of last year. The 
fabricated metal products field appears still to be lag- 
ging in this respect. 

Counting each three-digit division as one unit, twenty 
out of the thirty-eight reported higher approvals in the 
fourth quarter of 1958 than in the same 1957 period. 
This is about 53%, and contrasts with the 42% reporting 
gains in the third-quarter comparison. 


INDUSTRIAL COVERAGE 


The percentage of the metalworking industry covered 
in the present survey is described in table 9. In the 
sampling base! there are 4,025,000 plant workers em- 
ployed in companies having at least one plant of 500 or 
more production workers.? Establishments reporting in 
the present study account for 62% of these total plant 
employees. Of the thirty-eight divisions given separate 
treatment in this survey, fourteen have 62% or higher 
ratios of coverage. © 

Estimated total appropriations for the entire metal- 
working industry as embraced in this study are shown 
at the bottom of table 1. This total was calculated by 

[Continued on page 202] 

1 Revised slightly since the last report on the basis of more recently 
reported information 

2 This is 62% of all plant workers employed in firms with at least 


one plant of twenty or more workers, including the ordnance and 
miscellaneous metal manufacturing groups omitted from this survey 
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Distribution of Assets by Industry for the 300 Largest Manufacturing Corporations in 1957 


Second Hundred Third Hundred Total 
Number % Number % Number % 
of Distribution of Distribution of Distribution 
Companies of Assets Companies of Asse’ Companies of Assets 
4 3.7 4 3.8 29 26.1 
11 11.3 11 10.8 33 122 
4 4.3 7 7.5 14 10.3 
12 10.7 12 12.6 34 9.6 
1h 18.1 10 9.6 38 ere 
5 4.8 5 5.2 16 6.3 
11 11.4 9 8.7 25 5.1 
1 AES 5 5.0 14 4.9 
ff 6.8 si 3.1 14 2.8 
3 3.0 2 1.8 11 2.4 
1 1.3 Bre as 5 2.3 
5 5.3 8 8.6 15 2.3 
5 4.9 3 2.9 i 1.9 
4 3.7 4 4.1 8 0.9 
Q 1.8 1 0.9 4 0.7 
1 1.0 3 2.6 4 0.4 
1 0.9 3 yA | 4 0.4 
6 5.9 10 10.2 Q1 3.8 
100 100.0 100 100.0 300 100.0 


First Hundred 
Industry Number % 
of Distribution 
Companies of Assets 

pewolennmenoee. ssa. ae. Set Lee 21 32.9 
LEEW PLOGUEES Ss Sos cdcmae ne cesets Edit, bot A 11 12.5 
Motor vehicles, parts, equipment............... 3 11.7 
Chemicals and allied products................. 10 9.1 
Hood) beverages, tobacco:..”.8.... 0 0s.cec32. es. 11 5.5 
Electrical machinery.............-2--.--2-++-3+5 6 6.8 
Machinery (except electrical).................. 5 3.5 
Noenterrous metalsece 6s eh LN A OO. 8 5.6 
Paper and allied products...............-..--. 4 2.0 
AIPEraLtSCQUIDMENES Wo.. a.0 choca sas name masaker 6 24 
upDeMPEOGUCLS Snes. sat stanss chet cc gh eas cae 4 2.7 
Stoneyclays plasset SSG a A OLE 5 hi 2 1.0 
Nie SE CO | Ser re aS Fe 3 ig 

aMroad: CQUIPMENE. 25.02 525 haacs-s estes ee eee or 
Lumber and allied products................... 1 0.5 

Printing and publishing..............-........ oy 

Leather and allied products................... oe z 
WHSCEHANCOUSS eo et pat eas pate cages Bee 5 2.7 
SE OLA Ie ts LAOS. BPO PIO Os 100 100.0 


Note: Figures may not add to totals due to rounding 


THE 300 LARGEST MANUFACTURERS IN 1957 


of the nation’s largest manufacturing corporations 

has been expanded to include the 300 top manu- 
facturing companies ranked by assets in 1957. For the 
second consecutive year, Standard Oil Company (New 
Jersey) led the list, followed by General Motors Cor- 
poration. During the six-year period from 1952 through 
1957, Standard Oil (New Jersey) has been at the head 
of this select group of industrial concerns four times, 
while General Motors was in first place in the other 
two years. 


Te annual listing by THe CoNFERENCE Boarp 


SEVEN NEW NAMES 


Seven new names appear on the current listing! of the 
top 200 manufacturers, for which comparative data 
exist. They represent a variety of industries ranging 
from machinery and textiles to petroleum and chemicals. 
Some large companies do not publish complete financial 
data and could not be considered for placement among 
the 300 largest companies. 

Only one company made its way into the top 100 
corporations in 1957. As a result of consolidating its 
foreign subsidiaries, Colgate-Palmolive jumped fifty 
places from its 1956 position to rank 99th in 1957, 
replacing Curtiss-Wright which slipped four notches to 
occupy spot number 102 on the list. Among the concerns 
entering the second-hundred group were Combustion 
Engineering, which made a sizable advance to the 144th 
position, J. I. Case, Parke Davis, Kerr-McGee Oil In- 


1See The Business Record, February, 1958, for “The 200 Largest 
Manufacturers in 1956,” and the April, 1958, issue for “The 200 
Lazgest Trade Corporations in 1956” 
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dustries, Dan River Mills, and two aircraft concerns— 
Martin Company and McDonnell Aircraft. The group 
comprising the third hundred was led by McGraw- 
Edison, and Seaboard Oil Company in the 300th posi- 
tion, brought up the rear. 

There was considerable shifting in the relative posi- 
tions of the first 200 companies, and for the first time 
in a number of years many of the changes took place 
among the companies in the top hundred category. 
Only one change occurred within the first ten places as 
The Texas Company moved up one notch to spot num- 
ber 7, replacing du Pont which dropped back one space. 
A rapidly growing company, International Business 
Machines, moved into the top twenty-five companies by 
jumping seven places to number 22. This marked the 
first time since 1954 that a new company entered this 
group of giant corporations. During the past six years 
IBM has moved up steadily from 45th place to its 
present position; that firm and Tidewater Oil are the 
only two companies in the current group of the hundred 
largest that have risen uninterruptedly throughout this 
time span. Tidewater advanced thirty-two places, from 
66 to 34, since 1952, much of the gain taking place dur- 
ing the past two years. 


SOME HIGH JUMPERS 


Three companies in the top hundred, excluding the 
aforementioned gain of Colgate-Palmolive, advanced 
more than twenty notches between 1956 and 1957. 
American Can, partially as a result of its merger with 
Marathon Corporation, rose twenty-seven places to 
number 36, while Boeing Airplane and Kaiser Steel 


[I 
pall thet the ci 


fot et 
1 
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gained twenty-four and twenty-three places, respec- 
tively. Other concerns that moved upward from ten to 
twenty rungs were Kaiser Aluminum & Chemical, 
Weyerhaeuser Timber, and General Dynamics. 

The companies that experienced the greatest posi- 
tional declines did so as a result of a decrease in total 
assets. Many of the other concerns who were lower in 
this year’s listing actually increased their assets but 
dropped in rank because of the faster growth of other 
companies. Leading the list of indusirials that fell more 
than ten places was North American Aviation, which 
dropped thirteen spots to number 95. Other companies 
included Allis-Chalmers, Armour and Company, Phelps 
Dodge, and American Smelting and Refining. 


CHANGES IN SECOND HUNDRED 


Positional changes were of greater magnitude within 
the second-hundred grouping. Excluding those com- 
panies which entered this group in 1957, Carrier Corpo- 
ration made the greatest advance with a gain of thirty- 
seven. Eight other concerns that added more than 
twenty notches to their relative positions included 
American Metal Climax, American Machine & Foun- 
dry, P. Lorillard, Dresser Industries, Air Reduction 
Company, Lone Star Cement, Mead Corporation, and 
American-Marietta. ACF Industries suffered the greatest 
fall, a drop of fifty-five places, and nearly slipped out of 
this group by declining to position number 195. Stude- 


baker-Packard continued its sharp descent by dropping 
fifty berths, following an even sharper decline of eighty- 
two places in the previous year. American Motors, M. 
Lowenstein & Sons, Aveo Manufacturing, Libby, 
McNeill & Libby, Rockwell Standard, and Baldwin- 
Lima-Hamilton fell more than sees: places in the 
listing. 


RANKINGS BY OTHER STANDARDS 


The 200 largest corporations ranked by assets have 
also been ranked by five other standards—by net worth, 
invested capital, sales, income after taxes, and number 
of employees. A close examination of these categories 
reveals that the relative positions of the companies 
often change radically, depending upon the classification 
used. 

The relative order of the corporations when ranked by 
their net worth did not differ greatly from their asset 
ranking since the net worth of a company represents its 
total assets less liabilities. There were notable excep- 
tions, however. Radio Corporation of America, Kaiser 
Aluminum & Chemical, and Reynolds Metals, all within 
the first fifty in total assets, fell more than twenty-five 
places in the net worth positioning. Sun Oil, on the 
other hand, while placing 51st in assets, moved up the 
ladder to 29th on the net-worth list. Weyerhaeuser 
Timber also moved up sharply to 34th place in net 
worth from 60th in assets. Four aircraft makers— 


The Two-hundred Largest Manufacturing Corporations in 1957 


Dollar figures in millions 


Company 


|\Standard Oil Co. (New Jersey) 
General Motors Corp 

United States Steel Corp 
|Ford Motor Co 


General Electric Co 
Bethlehem Steel Corp 


1,218.2 


1,586.8 
1,858.9 
980.3 
732.3 
965.1 
839.7 
977.6 
$21.3 
TT5.4 
670.5 


cnorhngr bat Electrie Corp 
Western Electric Co 


653.5 
622.5 
857.9 
773.4 
697.2 
475.1 
465.6 
718.8 
464.7 
737.5 


International Business Machines Corp.. - . 
Anaconda Co 


footnotes at end of table) 


Employ- 
of ment 
Employees Costs 
160,000 993.4 
717,746 | 588,160 | 2,954.8 
316,766 | 271,037 | 1,862.0 
280,000 | 191,759 | 1,362.0 
90,404 61,100 311.3 
202,000 77,500 297.0 
135,164 53,340 $07.3 
200,880 90,0885} 651.0 
148,400 49,680 370.1 
377,555 | 282,029 | 1,715.3 
161,890 | 164,859 | 1,000.7 
148,315 40,121 n.d. 
117,619 26,838 165.9 
86,207 | 136,187 917.2 
115,502 25,191 167.3 
123,943 64,247 372.5 
19,685 40,465 316.4 
146,779 | 128,572 800.6 
n.d. 141,123 849.3 
27,305 54,640 327.0 
175,400 n.d. n.d. 
57,330 60,281 n.d. 
129,043 41,956 n.a. 
110,000 68,864 385.3 
94,891 65,110 433.3 
44,661 | 101,386 424.9 
80,800 26,600 n.d. 
45,276 48,306 238.6 
94,185 17,600 n.d. 
90,264 26,752 : 
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Total 
Assets 


Net 
Worth 


Invested 
Capital 


Income 
Sales! Before 
Taxes? 


Federal 
Income 
Taxes 


Si Procter: & Gamble Cosesese.0 thers shee: 
32 |International Telephone & Telegraph Corp. 
33 |Jones & Laughlin Steel Corp........... 
Sia itide Water Oi Co... a a6.5 6 occbas egies 
35 |Olin Mathieson Chemical Corp.......... 
Sorjamerican. Can Coase... toast ree ss 2 
37 |Firestone Tire & Rubber Co............ 
$8 \|Bastman Kodak Co... ....-!)...02.04:. 
$9) [Allied Chemical CorpS...2......0)4..:. 
40 |Radio Corporation of America.......... 


AVwAtiantic Refining Cow) ..) 220.0 s39.-: 
49 Sperry Rand Corp...) ..2 22. .2.2.0 60s 
43 |Kaiser Aluminum & Chemical Corp....... 
44 |Reynolds Metals Co................... 
Ap ATMCcONSLeEL Corpor: sos 0e2 fees shoes: 
46 |R. J. Reynolds Tobacco Co............. 
ayainland steel’ Co.92 ier SI. AS. od 
48 |National Steel Corp................-.. 
49 |Union Oil Co. of California............. 
50 iGontmental (Can Coie. 22.2 .4..4 0602. 6 


C 
52 |Youngstown Sheet & Tube Co.......... 
53 |Monsanto Chemical Co................ 


56 |American Cyanamid Co................ 
57 |Pittsburgh Plate Glass Co.............. 
58 |General Dynamics Corp................ 
59 |Crown Zellerbach;Corp...............- 
60 |Weyerhaueser Timber Co.............. 


61 |National Dairy Products Corp.......... 
Gealowilt GiCOt teeta. 2. Bees actos we 
63 |Sunray Mid-Continent Oil Corp......... 
TS) Leas CT GR ee re 
mms 2 Ee COOGTICH) Ose ictate 5 2s rat ac gs etete 
66 |Burlington Industries, Inc.............. 
67 |Distillers Corp.—Seagrams, Ltd......... 
68 |Caterpillar Tractor Co................. 
69 |Boeing Airplane Co.................... 
OMI CETEI GORA Doser eil sc ots. 5 942 biatela's « 


71 |Allis-Chalmers Mfg. Co................ 
Wea. Wee'Grace & Cote, 807 298) eS. 
73 \National Distillers & Chemicals Corp.’.. . 
74 \Liggett & Myers Tobacco Co........... 
7oaiinited Aircraft Corps. ./. 90: .2-.0-. -.. 
76 |Singer Manufacturing Co............... 
We Kaiseriotee! Corpo...) = 2). 2)... 22 snes 


81 |Lockheed Aircraft Corp................ 
82 |Owens-Illinois Glass Co................ 
ao Borg-Wartier Corpiie.d c-1- Fs, .043 borer « 
84 |American Smelting & Refining Co....... 
Sp Douglas Aireraft Co... 2. 1.505 ..5s set. 
86 |Schenley Industries, Inc................ 
Tg eMOTO COs xe, a as ers,« cate tea. dha® oR, ee 
88 |Standard Oil Co. (Ohio)............... 
SOIL. legis Paper Cos. 2%. edo. ..0. tsletn.« 
90 |Bendix Aviation Corp.................. 


Pim skelty OiLCo. .. as eee caer ns eee 5. 
eaitichhcldiOu Co.fense sass. doe see 


95 |North American Aviation, Inc.......... 
96 |Celanese Corp. of America............. 
97 |General American Transportation Corp.. . 
Patil. ptevens & Co..5) .).). Foie dena euis. 
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403.0 


530.6 
436.4 
389.9 
370.0 
292.3 
389.9 
407.0 
226.6 
382.6 
484.7 


341.6 
362.5 
422.8 
369.5 
375.7 
276.7 
380.5 
293.9 
178.9 
341.9 


297.5 
240.0 
287.5 
271.6 
252.8 
241.1 
143.6 
286.5 
207.8 
372.1 


115.9 
267.3 
304.8 
332.9 
168.8 


_ 241.6 


356.0 
Q57.7 
248.2 
205.1 


325.1 
223 4 
276.8 
221.1 
170.4 
225.8 
123.6 
214.7 


1,295.2 138.2 


638.7 25.1 
837.6 84.7 
596.3 32.0 
592.9 66.4 


1,006.3 87.8 
1,158.9 102.3 


798.3 192.6 
683.1 85.0 
1,170.9 77.0 
565.9 33.8 
864.3 35.2 
391.6 34.6 
446.6 73.4 
7716.7 106.7 
1,053.3 133.1 
764.0 119.4 
641.0 89.1 
432.7 39.8 
1,046.3 74.4 
771.6 54.2 
679.9 81.6 
567.1 67.3 
608.9 51.3 
873.6 50.7 
532.5 102.3 
620.8 108.5 
1,562.5 91.8 
460.6 60.8 
420.6 83.1 


1,432.3 81.8 
2,542.2 16.9 


358.2 80.7 
508.8 42.3 
734.7 75.9 
671.2 31.7 
746.4 40.9 
649.9 79.9 
1,596.5 77.2 
393.5 59.7 
534.1 35.1 
471.7 19.8 
538.5 48.1 
570.4 59.1 
1,232.9 106.6 
358.6 32.5 
208.3 21.4 
1,008.9 99.6 
1,935.7 0.0 
287.1 70.4 
868.3 33.4 
510.5 68.6 
608.5 70.4 
498.6 34.4 
1,091.4 66.1 
470.0 20.7 
288.7 53.8 
419.0 31.8 
361.0 40.5 
711.2 59.4 
264.0 46.2 
255.4 36.2 
535.3 101.5 
931.2 45.5 
1,243.8 72.2 
192.3 20.7 
220.7 23.6 
417.7 19.3 


Income | _ Divi- Number Number 
After dends | of Stock- of 
Taxes Paid holders | Employees 

73.2 40.9 n.d. n.d. 
22.4 12.9 65,642 | 128,000 
45.5 20.1 52,838 43,948 
34.9 3.0 27,054 9,763 
36.4 Q7 2 64,900 39,000 
45.4 35.0 73,382 50,838 
61.7 21.5 16,003 88,323 
98.1 52.2 96,304 50,300 
51.2 29.8 32,100 31,000 
38.5 23.9 | 170,500 78,000 
35.7 19.3 52,243 16,790 
Q7.5 23.1 | 149,771 64,699 
26.8 16.7 25,888 20,255 
37.8 8.8 21,972 27,000 
55.0 36.0 58,402 30,596 
64.2 35.4 82,493 12,188d 
58.9 25.5 27,900 29,227 
45.5 29.7 21,940 27 AAA 
38.2 18.5 52,000 7,793 
41.0 21.7 56,726 53,886 
475 10.8 24,468 22,207 
42.5 17.2 17,395 30,287 
37.4 21.5 60,036 30,0116 
46.7 31.4 30,504 10,118 
29.7 16.3 35,604 60,136 
51.3 33.8 67,252 29,500 
58.0 Q7.2 19,945 35,304 
44.3 18.9 61,484 91,700 
38.1 26.1 29,971 24,655 
53.4 28.5 n.d, 20,435 
44.1 Q4.9 68,364 46,332 
13.5 13.3 65,800 69,884 
57.2 Q5.4 | 123,711 5,704 
35.5 13.7 43,534 11,705 
39.4 19.7 23,775 42,307 
16.0 9.0 25,612 55,000 
25.4 15.3 18,954 11,800 
39.8 22.5 27,555 39,491 
38.2 6.7 28,920 94,998 
98.7 13.9 92,585 22,100 
17.8 16.8 56,726 35,799 
15.5 11.5 24,539 42,100 
23.0 10.5 50,301 9,250 
28.3 21.0 46,600 9,000 
51.4 17.9 24,442 20,604 
18.1 9.9 8,798 49,000 
Q1.4 3.5 6,853 11,212 
48.4 Q4.4 62,752 21,012 
2.6 0.0 16,906 n.d. 
44.1 30.4 43,107 14,134 
16.3 7.1 19,539 48,530 
35.8 91.2 27,354 33,275 
34.1 16.2 46,590 32,000 
25.0 19.8 37,123 30,927 
30.7 14.8 17,167 76,400 
11.0 4A 16,193 7,970 
41.5 21.0 43,726 6,582 
23.9 12.8 39,440 11,587 
21.1 12.6 32,583 19,408 
Q7.5 12.0 30,176 50,221 
36.8 10.3 6,087 4,826 
28.2 14.0 11,995 6,177 
56.2 40.0 37,899 21,667 
24.0 13.1 48,537 35,058 
33.9 16.0 39,413 54,660 
16.1 10.6 39,525 12,521 
15.7 8.4 11,500 9,900 
9.5 6.1 10,698 31,500 


Employ- 
ment 
Costs 


n.d. 
na. 
287.0 
61.8 
n.d. 
303.4 
323.3 
365.8 
191.7 
443.0 


108.8 
432.0 
n.d. 
159.1 
227.2 
n.d, 
184.8 
198.6 
63.9 
323.6 


142.7 
192.5 
152.0 
70.3 
313.5 
n.a. 
216.4 
546.4 
137.2 
116.5 


244.6 
361.6 
36.9 
69.1 
245.6 
n.d. 
n.d. 
216.5 
511.7 
139.6 


187.6 
n.d. 
n.d. 
n.d. 
127.6 
n.a. 
68.1 
127.8 
287.5 
n.d. 


360.0 
198.5 
161.4 
n.a. 
463.2 
46.0 
44.3 
75.5 
105.8 
278.4 


31.4 
41.3 
n.d. 
178.0 
423.9 
69.7 
n.d. 
n.d. 
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| Total Net Income 
Sales? 
Company Assets | Worth Capital ae 
99 |Colgate-Palmolive Co............------ 325.0 191.2} 239.9 506.9 40.4 
100) Picoult Paper Ca. 225 2. oct... 28s, 314.1 168.5 267.1 275.0 414 
101 {Kimberly-Clark Corp... .......-....-..- $09.0 225.8 270.8 333.1 47.9 
102 Curtiss-Wright Cora: 3 eis - [Bae a 308.8 202.3 202.3 598.6 85.3 
MG Pishp Morris, Inc: (22. . 2.25.2 2.6 aek 298.7 158.8 190.2 408.8 32.7 
104 |Campbell Soup Co... .....-...--.-.---- 292.5 243.8 243.8 | 440.9 62.2 
1661 tMlack rocks, Ines! 2S. 2-225 - 2 -S 291.8 90.7 146.3 263.7 20.1 
16Sthcoca-Cols Co... 2. 3.8 - SER: 288.1 201.1 201.1 296.8 52.5 
107 |Wheeling Steel Corp... .........-.-.-.--- 284.1 196.6 2338.1 245.8 22.2 
108 |United States Gypsum Co.............. 278.6 | 2454) 2454] 249.6 69.7 
109 {Colorado Fuel & Iron Corp...........-- 274.6 145.3 198.7 340.8 23.6 
110 |Food Machinery & Chemical Corp... - --. 2744 163.3 230.6 313.9 29.6 
111 |Minnesota Mining & Manufacturing Co..} 272.1 210.3 217.5 370.1 76.3 
112 |California Packing Corp..............-- 272.0 136.4 190.0 325.5 16.8 
119) arrouphs' Corp-o~ 2S... 5-t4c- 5 2s 271.5 106.7 182.4 281.2 122 
114 |American Rad. ve Stand. San. Corp... .. - 268.4 224.0 236.0 368.8 212 
115 |National Cash Register Co..........-.-- 267.5 123.6 197.0 382.5 33.2 
116 |American Metal Climax, Inc®.......-..- 267.2 193.5 205.5 577.2 36.4 
117 |General Tire & Rubber Co............. 261.3 120.1 191.2 4212 19.0 
118 {American Viscose Corp..........-.----- 261.0 235.3 235.3 227.6 16.8 
119 jJohns-Manville Corp.........-.-------- 258.2 210.2 213.7 308.3 24.0 
120 |United Merchants & Manufaciurers, Inc... 257.6 129.8 164.8 379.3 11.6 
121 |Sylvania Electric Products, Inc*.......- 247.3 1374 199.9 343.0 243 
122 Minneapolis-Honeywell Regulator Co.. 246.6 1574 201.4 324.9 40.7 
193° Baperoe Onl Ca: 233-65 2. Ow 5. BRS 2338.0 129.3 220.8 108.3 18.9 
194) frane Gott. . 34h 5A 5-0 See. f 
125 iGabcoek & Wileom (4... ...5 225-2. 5a - < 
196 |Fruehant ‘Trailer Co... ....-.....---.--- 
127 
198° Standard Brands, Ine)? . . 6 222 2 5-2. 
129 {National Biscuit Co... ............---. 
130 fCorn Prodacts Co* & « +..5 5.08.. 225. 25-5 
181 j|American Machme & Foundry Co... .... 
452. 1Palirann, Ine.ét oes): . de es 3 ao ee = 
55S 12. Leeder (Co. Fe. =. Se. 5.82 
1394 tGenexal Mills, Inco... . . 62555 =. 502 - - 
935 46. 32 Gens Co... Roe Se. = tee 5 
136 
(ey @ eo hb Se eee ees eee, 
2356 | Whartpoal Cans Jo. . 23.28 Bee ss 
PEO. tniy Gf Ge.! 62 8 «22 eb en See 
140 
141 |Georgia-Paciiic Corp..........-...-.---.- 
142 {Dresser Industries, Inc... .............. 
ap rntaventes, Ine) oes) 3. Ode 2 Se: 
144 
145 |Ashland Oil & Refinmg Co............. 
146 |Thompson Ramo Wooldridge, Inc.~ ...-. 
147 |Ingersoll-Rand Co..............-....-- 
148 | Westinghouse Air Brake Co............ 


Air Reduction Co., Inc...........-..-.- 195.3 124.0 168.8 190.0 31.9 
Libbey-Owens-Ford Glass Co........... 
Philco Co: 
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Total Net Income | Federal | Income | Divi- Number 


Invested Number | Employ- 
mi 


ry 1 - 
reece Assets | Worth | Capital | Sslest | Before | Income | After | 45nd | holders’ |Employees| Costs 
PPGFIEL EXELOS ANCs cus storerciciers teaver e.scysievaVoe co 30.0 178.3 80.4 136.9 254.6 8.7 0.0 8.7 4.3 36,000 16,000 n.d, 
166 |Lone Star Cement Corp................ 177.2 119.6 162.1 95.2 eae 7.5 15.7 8.4 18,065 6,413 21.9 
MGC mer Me CASE COOcn os we art cinels cotetere a cual) clnseans 176.1 108.2 132.3 117.8 1.9 0.6 Ss 1.0 11,865 10,207 n.a 
168 |McLouth Steel Corp................... 176.0 82.2 153.1 179.5 15.0 5.6 9.4 1.4 6,027 3,578 25.8 
169 |International Shoe Co................. 175.8 103.8 146.8 266.1 18.7 9.1f 9.6 8.1 16,237 35,500 115.0 
170 |Allegheny Ludlum Steel Corp........... 175.6 107.3 145.2 266.6 25.1 13.4 11.7 uch 19,609 13,002 100.4 
171 |American-Marietta Co...............+.- 174.9 116.6 140.7 234.0 32.2 15.0 72 6.8 27,923 10,000 n.d. 
172 |Timken Roller Bearing Co.............. 172.8 139.3 139.3 205.2 43.5 22.8 20.7 11.5 22,674 13,778 n.d. 
MimVIGHO COND a. 5s cle < + 8 ve. stint no cleo me 170.9 113.5 142.6 192.8 23.8 11.9d} 11.9 6.4 7,303 9,655 n.d. 
fan Parkes Davis @& Cos. 43.002 .ciheeuae dos: 170.9 116.9 116.9 162.3 48.8 20.9 27.9 14.3 25,025 10,354 46.5 
175 |Electric Auto-Lite Co.................. 168.4 108.4 139.9 267.3 17.6 8.1 9.5 4.0 14,377 17,658 n.d 
176 |American Sugar Refining Co............ 168.2 135.7 135.7 330.8 17.3 6.8 10.5 6.1 21,240 6,475 n.d 
177 |Champion Paper & Fibre Co............ 168.1 108.9 143.4 169.1 23.9 | 12.4 11.5 5.7 n.d, 9,801 64.9 
178 |Kerr-McGee Oil Industries, Inc......... 167.5 78.0 138.7 136.9 5.4 0.0 5.4 2.7 n.G n.d. n.a 
179 |Anheuser-Busch, Inc..................-. 167.3 123.3 150.5 227.2 20.0 10.2 9.8 5.8 18,380 8,070 57.7 
180 |Crucible Steel Co. of America.......... 167.3 116.2 141.3 935.9 12.2 5.6 6.5 5.9,| 13,470 15,453 93.0 
181 |Armstrong Cork Co...............++4+ 166.9 142.2 142.2 246.5 22.6 11.5 pA We ie | 13,802 13,553 88.7 
182 |Amerada Petroleum Corp.............. 165.5 146.6 146.6 116.4 35.2 5.3 29.9 12.6 10,467 2,159 n.a. 
183 |General Aniline & Film Corp........... 164.9 116.9 148.4 138.4 10.9 5.5 5.4 0.0 800 8,226 46.0 
184 |Libby, McNeill & Libby ance es 5 ne kiyaie 164.8 87.6 126.1 296.0 5.9 3.2 2.7 2.6 n.d. n.d. n.d. 
185 |Sherwin-Williams Co.................. 164.7 127.1 127.1 257.8 30.0 14.9 15.1 6.9 6,392 14,336 n.a. 
eG iQuaker Oats Co... cdi... te ws ree 160.6 106.2 134.2 314.5 27.8 14.9 12.9 ies 18,623 n.d. n.d. 
187 |Avco Manufacturing Corp.............. 159.8 90.4 115.3 $14.9 10.5 QAcr| 12.8 1:2 55,874 94,569 n.d. 
188 |Granite City Steel Co.................. 159.0 81.0 118.8 123.8 18.4 8.4 10.0 6.5 11,774 4,943 31.0 
189 |Pittsburgh Steel Co.................... 158.0 91.2 124.2 182.0 5.7 1.5 4.2 2.9 8,522 9,689 68.5 
190 Sterling Drug, Ine. hy... cee ee. 156.9 91.8 116.4 198.7 34.0 15.2 18.8 11.9 40,192 13,684 n.d. 
Dott National Supply Coo... oe. ee 156.7 108.9 127.7 300.2 31.0 15.7 15.3 7.0 12,728 8,883 n.d. 
192 | Worthington Corp... . 22.0... 0 526.62 155.0 86.3 111.3 191.5 19.5 9.6 9.9 4.1 9,173 12,040 n.d. 
193 |United States Plywood Corp............ 154.3 100.8 137.9 203.2 10.4 4.0 6.4 4.9 9,203 7,562 n.a. 
194 |Johnson & Johnson................... 153.7 124.4 124.4 260.7 24.8 11.6 13.2 3.8 3,180 13,185 79.0 
POSMACE Industries) a)... or. kes 153.5 120.5 125.6 294.9 15.9 8.1 7.9 5.7 13,580 11,532 n.d. 
BetoG | Martin. Co... 8.02.2 aes we re aieie ease 152.4 67.6 67.6 423.9 19.4 11.1 8.4 4.7 13,500 27,269 n.d. 
197 |McDonnell Aircraft Corp............... 152.4 45.2 57.1 442.4 19.3 9.3 10.0 1.4 n.d. n.d. n.d. 
#99) Cannon Mails Co... oc... os. eae ees 152.2 126.7 126.7 194.2 25.6 12.7 12.9 6.1 11,020 17,000 n.d. 
199 |Dan River Mills, Inc.................. 151.6 97.2 109.7 164.4 12.3 6.7 5.7 3.8 11,415 17,900 n.d. 
200 \Foremost Dairies, Inc...............-.- 149.6 59.5 111.9 415.1 20.7 10.2 10.5 TA 39,806 16,000 n.d. 


1 These are the various methods by which companies report sales: gross sales, net 
sales, gross operating income, sales and operating revenues, net billings, income from 
manufacturing and services, etc. 


2 After state and foreign taxes except where these taxes are not segregable from 
federal income taxes 


3 Formerly Union Carbide and Carbon Corporation 

4 Merged with Marathon Corporation (1956 rank: 175) in December, 1957 
5 Formerly Allied Chemical & Dye Corporation 

8 Acquired National Supply Company, April, 1958 

7 Formerly National Distillers Products Corporation 


¥ Formerly Thompson Products, Inc. 

18 Acquired by Armco Steel Corporation, April, 1958 

14 Formerly Glenn L. Martin Company 

a—lIncludes other income taxes 

b—Not including employees at government-owned plants 
c—Includes foreign and state income taxes 

d—Not including seasonal employees 

f—Includes foreign income taxes 

g—Includes state income taxes 


8 Formerly American Metal Company, Ltd. 

® Merged with General Telephone Company, March, 1959 
1 Formerly Corn Products Refining Co. 

1 Formerly Whirlpool-Seeger Corporation 


Total Assets—The sum total of all assets of corporations, except 
that the following adjustments are made to insure comparability— 


(1) Many corporations carry tax notes owned by them as an 
asset. Certain corporations carry them as a deduction from tax 
liabilities. Where they are carried as a deduction from tax liability, 
these notes have been added to assets as reported 

(2) In a few cases, Treasury stock and reacquired stock are 
carried by corporations as an asset. Where this has been done the 
amounts involved were deducted from assets 

(8) A few corporations report plant at original cost and carry 
depreciation reserves as a liability. In such cases, depreciation 
reserves have been deducted from total assets 


Net worth. In general terms, net worth is total assets of a corpora- 
tion less its liabilities. It represents the equity of the stockholders of 
the corporation, the equity of minority holders of stock of consolidated 
subsidiaries. In practice, it is the sum of outstanding common stock, 
preferred stock, “minority interest,” and surplus 


APRIL, 1959 


h—At peak season 

er—Tax credit 

n.a.—Not available 

Sources: Annual reports of the companies; “Moody’s Industrials” 


Invested capital. This equals net worth plus long-term debt 


Sales. These are reported net sales; z.e., gross sales less returns, 
discounts, etc. Most companies include operating revenues along with 
sales, To insure comparability, operating revenues were included with 
the sales of companies that showed such revenues separately 


Income before taxes. Deduct federal income taxes and you have 
income after taxes. “Profits” or “net profits” as used in this article are 
always “‘after taxes” 


Number of stockholders. This is the reported number of holders of 
common and preferred stock at the end of the fiscal year 


Number of employees. The figure includes the average number of 
domestic employees during the year. In many cases, where the yearly 
averages were not available, end-of-year figures were used. In some 
cases figures include employees in foreign countries 


Employment costs. Consist of wages and salaries plus some benefits 
(pensions, vacations, social insurance and social security taxes) 


Drees hie Sere ti Sion Jee As i ee ee ee eee et ee 


186 


The Third Hundred Largest Manufacturing Corporations in 1957 


Company seen Company PETA 
201 | MceGraw-Edison -Co.7:¢ 0b Ba. oa: ees Ries 147.7 251 |Brunswick-Balke-Collender Co.................-.. 110.6 
202 IStaufter Chemical.Co.:). 2...2/2 22+. 9. sates on Bees 146.9 952 |Outboard, Marine Corp... 6.2 ter ae acl neieee 110.4 
203 7|Cone Malls Corp... Bicee o. ce gene e+ Ass te oe Bek ee 146.3 253 |Chance Vought Aircraft, Inc............-..--.-+- 110.1 
204%! Carnation ‘Cosc. @../..b teste 0 bie Jone eee eee is 145.9 954 |Sharon wteel Corp... ones cs. sale 0 og rk ace ee 109.4 
905° |Rockwell-Standard Corp)... <. 6... sb bewte. > se tees 144.0 255 |Hearst Cantidad Publications, Inc............. 109.2 
206 |Baldwin-Lima-Hamilton Corp.................... 143.3 956, |Detroit/ Steel Corp.g2's «5 + poco cao meee See 108.5 
BOTA. omith: Corp. ;.s.¢6 a. serene aes Boersma ce alee ore 143.0 957 |Publicker Industries, Inc... 0... 5. +. eme- ee oe 108.0 
208 |Owens-Corning Fiberglas Corp.................... 142.9 258 |Minnesota & Ontario Paper Co................... 107.7 
200i Corning Glass’ Works....53... «ais. <b Bebiss eae 142.7 259 | Link-Belt (Co. onan. te iain cio es ie 8 9) ae See 107.7 
210) \Lehigh, Portland-Cement.Co.: 2.5. .the.ne o> adie « 141.9 960" |Aeme steel Conn. ode a eslcc s+ news pete aes oe eee 106.6 
Sit Glidden’ Co: 3.5.06 2 e bebae «26 Sees eo ba eee = 140.4 961 |General Shoe;Corp.21.. 6 soi. o6 = oso + os teil ees 106.4 
G12: Rohm & Haas Co,’ 2p .a-aaeeo Pe eee 139.6 969 |Blaw-Knox (Co... 3.404 seine sos dete Seer cee 106.0 
913\Diamond Alkali Co: Ges..+ 0’. Oxtee ois eee «tem. 139.0 263. |Alco, Products,Ine.?).5..-.05 6+ ca astasesehnel: oe iers 105.7 
214 |Hunt Foods & Industries, Inc..................... 138.5 264 |General Cable Cotp.) 2 2.....64-a.g%- oh neces 104.3 
215: | Diamond Gardner Corp+.. . 6 apse. soe Gee eee 137.2 965 |Clark Equipment Co..c2 5.020... 4. <- ceases 104.3 
216 |Hooker Electrochemical Co...................2.5- 136.6 B66 |Brown Shoe, Co, Ine... ac. 60: seeds kien ee 104.2 
917 Lone Star steel Co.i2b tees (Oe en ce ae 134.7 967, |\Kelloge Core. sac ae Semen 3 cpiciake. 2 © ayhe gee ES 103.6 
21S Magma iCopper:Co.k ete eee See ce en A ee 133.1 968, |Gullette Coit aun. 8% cttessi s San ose sire eee 102.8 
919°) Norton‘Cos pep. ses ee ocoee ob ob ea Be eee eee 132.5 269 |Wesson Oil & Snowdrift Co., Inc.................. 102.2 
220 |General Precision Equipment Corp................ 132.4 970 Wdmiral’ Corp. cio: dhe asin tie ecu te « eRe oe 102.1 
299i White Motor.Co-. . .¢ ne... h gis peers cee 131.9 971 |Scovill Manufacturing Co... J. - 3.020 shea: ones _ 102.1 
222 |United Shoe Machinery Corp...................-. 131.6 272 |Harbison-Walker Refractories Co................. 102.1 
993 NOpden Corp.. bynes Bae Roel Rete aes 129.0 273 |Rheem Manufacturing Co,...................-.-- 101.5 
O¢4 Ideal Cement) Co, 2. . oan. k 1 aaaaete eas Ieee es 128.8 O74 \Kelsey-Hayes: GO...dos 0 co.cc 0 cok on cn tau as orate 101.4 
2950 New Jersey Zine, CO:s. 2 ee. ae as ee dee oo ee oe 128.6 975. |\Potlatch Worests, 31... tei): 2th ace ae eet eee 101.4 
22 \Sugiad Oil o: Gas Co. F225 6 shee: Goat Ook colt < 128.0 | 276 |Endicott-Jonnson Corp... 2. <0. 22> «a soe opiate 100.7 
297 Interlake Iron Corp. 222... sober Cee ree 127.7 B77 |Himtkote (C0... cc de st aie ore oS ae aoe oe enh ae 100.1 
228 |Raytheon Manufacturing Co..................44. 127.2 978 |Continental.Baking|Co. ... s-.1- « «1 «- 5s erie eee 99.3 
229 |International Minerals & Chemical Corp........... 126.0 979° |\Carporandums Co. fth...; ac cee cee nee oe 98.7 
230 |Fibreboard Paper Products Corp..............++0- 125.8 980) |[Stokely-Van Camp,)Inc. 02 83 cease cue eine 98.6 
a1 UDana Corp: too: 2. o ais cs soe eso ek Eanes 124.8 931 (Remington Arma Co., Ine.0 Wl. 0 oo. f. wenweee sakaee 98.5 
SPN Wilson: &:CO.,00C.. <b Sana: Seppe ee eee ease 124.7 982. |Hershey Chocolate Corp..........5.2scececceees 97.9 
933 JAmerican Brake Shoe.Co..... 0.2. -seeee cece ccans 123.5 283 |United States Borax & Chemical Corp............. 97.6 
ese iGreat Northern. Paper Cos) spcsae ene ee ee 122.3 284 |Warner-Lambert Pharmaceutical Co............... 97.3 
wap 1 Motorola, 1nC..4 sch ot eek Pha Coe pee aa tee 121.9 985" Zenith, Radio |Corp:th on. o..2 2a dat ere eee oe 97.2 
256.1 (arinell Conard re -1.k ee. bee «tar eee 120.8 886 '|Rexall Drug, [nese J. oon. cco sve es on. eee tens 97.1 
237-4 Chemetron: GorpA inna: Sea eerie Sere Ft Fs es Se OO 119.4 287. |Penn=Texas: Corpsc<crercretctoerrcreren obo a rte 97.0 
238 NOliver Corp... i 2. «« . de boond sone Ree eee 118.5 288).,| Curtis: Publishing Co. psc feet: obs es sane el Rie 96.3 
239 |Revere Copper & Brass, Inc.................2.02 117.9 289 |Cincinnati Milling Machine Co................... 96.3 
240°1Otis Elevator Co.: << 5 2.'.). : aod aoe aan 117.6 960) |Beaunit Mills. ines. 2. c;toon ek ke ea At eee eee 96.0 
941 |Champlin Oil & Refining Co...................... 116.9 991 \Joy Manutacturing Co.) ..us eect peo toeity aaee 95.8 
942 |Studebaker-Packard Corp.............2--2.0s0e0: 116.5 299 ROR. Donnelly, & Sons, ... sve series + oleic 95.2 
RAs Texas Gulf Sulphur'Co..: >... . cigaceee aie oe eee 116.5 293° Monterey Oil Com.c «ae senasck best & Ucn eee 95.0 
G44 APillsbury ‘Mills, Inc. ..>3 2%. 5. 6s «2. see Re ee 115.0 294 |American Steel Foundries..................0.-04+ 94.7 
945 |United States Pipe & Foundry Co................. 114.7 295 |Fairbanks, Morse & Cojo... << Gackt acess eepioieees 94.5 
2461 baton Manntactinug Co... ic. 45 ets ce cice 114.5 296 |St. Joseph) Lead'@o...). cote eer beeee eee 94.3 
ear tAbbott Laboratories. 3a. 52 os cece one eee oe 114.0 207 ||Ereeport SulphubiCone 4a etcpch ai ae ree 93.9 
948 |Yale & Towne Manufacturing Co................. 112.2 298 |Mohasco Industries, Inc...................+--05 93.5 
949 |Archer-Daniels-Midland Co....................+. 111.7 299) [Bell Aireratt, Corp:..c. 020 sae eee eee eee 93.5 
Poe xCell-O. Corp tcmen, No toe tena eis Sea 111.4 $00. |Seaboard Oil Coc.) ncaa coe eee tee eee 93.1 


1 Formerly Rockwell Spring and Axle Company 
2 Formerly Diamond Match Company 


Boeing, Lockheed, Douglas, and North American, all 
ranking between 69 and 95 in assets—were off sharply in 
net-worth standing, one company falling as much as 
seventy-nine notches. Kaiser Steel and General Ameri- 
can Transportation also fell in their net worth ranking 
by approximately fifty spots. 

Eight companies in the second-hundred asset group- 
ing moved into the top hundred in net worth, led by 
United States Gypsum and Campbell Soup, occupying 
berths 83 and 84, respectively. The rankings under in- 
vested capital, which represents net worth plus long- 


3 Formerly National Cylinder Gas Company 
Sources: Annual reports of the companies; “Moody’s Industrials” 


term debt, were very similar to those under assets, 
without any unusual changes. 

The ranking by sales produced quite a few changes 
in the relative positioning of the companies. General 
Motors headed this list followed by Standard Oil (New 
Jersey) and Ford Motor Company. Many companies 
that were well down the asset ranking moved up sharply 
in sales standing. Almost all the food companies were 
fairly high on the list in sales, led by Swift and Armour, 
two giant meatpacking houses. The aircraft concerns, 
far down on the asset listing, all rose sharply when 


BUSINESS RECORD 


Ranking of the Two-hundred Largest Manufacturers by Selected Items, 1957 


Company 
apital 
Standard Oil Co. (New Jersey)} 1 1 1 Q 
General Motors Corp......... Q Q Q 1 
United States Steel Corp...... 3 3 3 4 
ord: Motor Cow, 03 2 cece = oe 4 u 6 3 
Gali Oili@orp.e eee ae - 5 6 4 8 
Socony Mobil Oil Co.......... 6 4 5 4 
Rexas COM hac aai hats ob Sele 7 8 eh alee 
E. I. du Pont de Nemours & Co.| 8 5 8 | 15 
Standard Oil Co. (Indiana)....| 9 9 9 | 13 
General Electric Co........... 10 | 12 | 12 5 
Bethlehem Steel Corp......... OS ds see 9 
Standard Oil Co. (California)...| 12 | 10 | 10 | 18 
Phillips Petroleum Co......... 13) 1S eels 32 
Chrysler Corp... - 5.46.25 1: 14 | 22 | 21 6 
Sinclair Oil Corp............. 15 | 15 | 14 | 25 
Union Carbide Corp.......... TOM Eo Le3 
ShetliOuCols aie dc sexcye oho sist: 17 | 14 16 | 17 
Westinghouse Electric Corp....| 18 | 18 | 17 | 14 
Western Electric Co.......... 19 | 19 | 23 | 11 
Aluminum Co. of America... .. 20 | 25 | 19 | 44 
Cities Service Co...........-. 21 | 26 | 18 | 36 
Internat. Bus. Mach. Corp.....| 22 | 27 | 20 | 40 
ISTACONAR COs ne oF alent does 5 «le 93 | 16 | 22" 169 
International Harvester Co.....} 24 | 20 | 24 | 29 
Republic Steel Corp.......... 25 | 24 | 25 | 28 
Goodyear Tire & Rubber Co.. .| 26 | 36 | 29 | 22 
Dow Chemical Co............ 27 | 37 | 26 | 61 
International Paper Co........ 28 | 23 | 28 | 41 
American Tobacco Co......... 29 | 88 | 35 | 33 
Kennecott Copper Corp.......| 30 | 21 | 27 | 85 
Procter & Gamble Co......... 31 | 30 | 37 | 24 
International T. & T. Corp.....| 32 | 46 | 54 | 60 
Jones & Laughlin Steel Corp....| 33 | 31 | 34 | 47 
Tide Water Oil Co............ 34 | 40 | 30 | 66 
Olin Mathieson Chemical Corp.} 35 | 53 | 31 | 67 
American Can Co............. 36 | 33 | 33 | 39 
Firestone Tire & Rubber Co... .| 37 | 39 | 45 | 31 
Eastman Kodak Co........... 38 | 28 | 40 | 48 
Allied Chemical Corp.........} 89 | 41 | 36 | 55 
Radio Corp. of America....... 40 | 72 | 49 | 30 
Atlantic Refining Co.......... 41 | 35 | 32 | 72 
Sperry Rand Corp............ 42 | 62 | 43 | 46 
Kaiser Alum. & Chem. Corp. . 43.| 77 | 44 |104 
Reynolds Metals Co.......... 44.1 70 | 47 | 87 
Armco Steel Corp...........- 45 | 32 | 38 | 49 
R. J. Reynolds Tobacco Co.....| 46 | 44 | 51 | 35 
finland Steel’ Coss a.Wihina/sb« + « 47 | 48 | 41 | 51 
National Steel Corp........... 48 | 42 | 46 | 59 
Union Oil Co. of California... .. 49 | 47 | 39 | 91 
Continental Can Co.......... 50 | 50 | 50 | 37 
San Oil COs pe yeteus saree, cp os: 51 | 29 | 42 | 50 
Youngstown Sheet & Tube Co..| 52 | 43 | 52 | 56 
Monsanto Chemical Co........ 53 | 52 | 48 | 71 
Continental Oil Co............ 54 | 58 | 53 | 63 
United States Rubber Co...... 55 | 71 | 59 | 43 
American Cyanamid Co....... 56 | 51 | 57 | 76° 
Pittsburgh Plate Glass Co.. 57 | 49 | 61 | 62 
General Dynamics Corp....... 58 | 89 | 94 | 20 
Crown Zellerbach Corp........ 59 | 54 | 55 | 86 
Weyerhaueser Timber Co...... 60 | 34 | 56 | 96 
National Dairy Products Corp..| 61 | 64 | 63 | 21 
Swit wt Or ss tects cee tae 62 | 60 66 | 10 
Sunray Mid-Cont. Oil Corp... 63 | 45 | 58 {116 
Pare! OuiGo..k Mescu ageerecrnrs 64 | 59 | 60 | 80 
B. F. Goodrich Co............ 65 | 56 | 65 | 53 
Burlington Industries, Inc.. 66 | 76 | 64 | 57 
Distillers Corp.—Seagrams, Ltd.| 67 | 55 | 62 | 52 
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Company 
Caterpillar Tractor Co........ 68 
Boeing Airplane Co........... 69 
Deerevéc' Coro oe. ak aiiei- cetera st 70 
Allis-Chalmers Mfg. Co........ 71 
W. R. Grace & Co........-.-.. 72 
Nat’! Dist. & Chem. Corp...... us 
Liggett & Myers Tobacco Co...} 74 
United Aircraft Corp.......... 75 
Singer Manufacturing Co...... 76 
Kaiser Steel Corp..........-.. 77 
General Foods Corp.......... 78 
Armour*& Cont. 0. aoe: 79 
Phelps Dodge Corp........... 80 
Lockheed Aircraft Corp....... 81 
Owens-Illinois Glass Co........] 82 
Borg-Warner Corp...........- 83 
Amer. Smelt. & Ref. Co........ 84 
Douglas Aircraft Co.......... 85 
Schenley Industries, Inc....... 86 
Olio! OIF Cows Geen. Fas. Fo ae: 87 
Standard Oil Co. (Ohio)....... 88 
St. Regis Paper Co........... 89 
Bendix Aviation Corp......... 90 
SkellyiOil Cows 8 toe 8) = = 91 
Richfield OuiCoee 4.45)... 92 
National Lead Co............ 93 
Borden Co. Poke. ee oe oh 94 
North American Aviation, Inc..| 95 
Celanese Corp. of America.....| 96 
General Amer. Trans. Corp.....| 97 
J. P. Stevens & Co........... 98 
Colgate-Palmolive Co......... 99 
Scothibaper Cowes 4-5 o- 100 
Kimberly-Clark Corp.........| 101 
Curtiss-Wright Corp.........- 102 
Philip Morris, Inc..........-- 103 
Campbell Soup Co............ 104 
Mack Trucks, Inc............ 105 
Coca= Cola: Cotes. 25. SACI. 106 
Wheeling Steel Corp.......... 107 
United States Gypsum Co... . .| 108 
Colorado Fuel & Iron Corp... . .| 109 
Food Mach. & Chem. Corp... . .} 110 
Minnesota Min. & Mfg. Co.....| 111 
California Packing Corp....... 112 
Burroughs Corp..........--.. 113 
American R. & S. San. Corp.....| 114 
National Cash Register Co.. 115 
American Metal Climax, Inc... .| 116 
General Tire & Rubber Co... .. .| 117 
American Viscose Corp........ 118 
Johns-Manville Corp.......... 119 
United Mer. & Mfrs., Inc....... 120 
Sylvania Electric Prod., Inc... .| 121 
Minneapolis-Honeywell Reg. Co.| 122 
Superior Oil Co.............. 123 
Grané Co, speek bes ac 124 
Babcock & Wilcox Co......... 125 
Fruehauf Trailer Co.......... 126 
H. Walker-Gdhm.& Worts, Ltd.| 127 
Standard Brands, Inc.. 128 
National Biscuit Ch: PO 129 
Corn Products Co............- 130 


American Mach. & Foundry Co. be 
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Ranking of the Two-hundred Largest Manufacturers by Selected Items, 1957 (Continued) 


Net | In- Income} Number 

Company Assets Work vested | Sales} After | of Em- 

Capital Taxes | ployees 
General Mills, Inc............ 134] 127 | 130 | 77] 1385 | 1928 
Hod. Heinz Coy. .). 208.) gad) 135 | 1388 | 151 | 136] 175 ay 
Koppers Co., Inc............. 136 | 121 | 125 | 123) 155 | 116 
Carrier Corp. Sere ho ae eri ak 137 | 154 | 181 |} 150] 185 | 126 
Whirlpool Corp...) 2 >. .4.09--% 138 | 176 | 176 | 101} 163 | 127 
Eli Lilly & Co...............| 189] 111 | 185 |175| 77 | 163 
ADAG, EnGy..0% es 4b cas ete toe 140 | 186 | 177 | 157) 119 | 186 
Georgia-Pacific Corp.......... 141 | 199 | 120 | 191} 179 | 176 
Dresser Industries, Inc........ 142 | 163 | 142 | 144] 109 | 122 
Rayonier; ine..+6 nk. eee 143 | 195 | 129 |} 197) 189 | 178 
Combustion Engineering, Inc. ..| 144 | 193 | 197 |140] 184 | 132 
Ashland Oil & Refining Co.. 145 | 155 | 156 | 126} 124 | 189 
Thompson Ramo Wooldridge. . 146 | 175 | 172 | 111] 153 98 
Ingersoll-Rand Co............ 147 | 123 | 155 |172|} 70 | 147 
Westinghouse Air Brake Co.....| 148 | 173 | 158 | 163} 150 | 105 
American Motors Corp........ 149 | 165 | 188 | 113} 200 | 109 
West Virginia Pulp & Paper Co.} 150 | 118 | 132 |181} 152 | 138 
Air Reduction Co., Inc........ 151 | 145 | 138 | 182] 121 | 167 
Libbey-Owens-Ford Glass Co.. .| 152 | 120 | 150 | 162] 86 | 134 
Phileo\Corpihsiay. 0.52 ola 153 | 179 | 186 | 108] 193 95 


Eastern Gas & Fuel Associates. .| 154 | 161 | 144 | 183] 141 | 147 
American Home Products Corp, 155 | 162 | 190 |} 117] 61] 117 


Budd Coc.?:fad ce taete 156 | 143 | 147 |127| 176 99 
Merck? & Cosine ob > oat 157 | 122 | 153 |184] 97] 149 
National Gypsum Co.......... 158 | 131 | 139 | 192) 147 | 172 
Hercules Powder Co.. 159 | 189 | 180 | 161] 115 | 145° 
Container Corp. of America. . 160 | 153 | 145 | 154) 136 | 118 
M. Lowenstein & Sons, Inc... ..} 161] 190 | 141 | 141] 195 94 
Chas. Pfizer & Co., Inc........ 162} 141 | 182 |171] 99} 138 
Ralston Purina Co............ 163 | 149 | 152 | 90} 137 | 177 
Union Bag—Camp Paper Corp.| 164 | 130 | 146 |190| 114 | 173 
mextron,. Inc: uc} aces Rae 165 | 194 | 173 |156|] 177 | 111 
Lone Star Cement Corp.. 166 | 152 | 143 | 200] 130] 182 
Jel. Case Core 8... seekant 167 | 170 | 178 | 196] 199 | 152 


ranked by sales. Boeing, United Aircraft, and Douglas 
became numbers 19, 27, and 34, respectively, on the 
sales roster. American Metal Climax led those concerns 
in the second hundred which moved into the top 
hundred in sales, reaching position number 68. Three 
companies which ranked at the bottom in assets— 
Martin Company, McDonnell Aircraft, and Foremost 
Dairies—also made it into the top hundred. Thirteen of 
the top hundred corporations, ranked by assets, fell into 
the second hundred sales group. Among the companies 
faring poorly in sales as compared to assets were many 
of the petroleum, chemical, and nonferrous metals 
concerns. 

General Motors also led in the ranking by income 
after taxes, followed closely by Standard Oil (New 
Jersey). The standings in this group were more in line 
with the positioning by assets than by sales. Almost all 
the companies that were among the twenty-five leaders 
in assets were also among the first twenty-five in profits 
after taxes. However, sixteen of the firms that were in 
the top hundred in assets dropped into the second 
hundred when graded by profits. 

The last ranking—by number of employees—varied 
greatly from the listing by assets. General Motors was 
far out in front with General Electric and United States 


In- Income|Number 

Company Assets wy ee Sales} After | of Em- 

Capital Taxes | ployees 
McLouth Steel Corp.......... 168 | 191 | 148 | 186] 174 | 191 
International Shoe Co......... 169 | 177 | 157 | 147] 171 50 
Allegheny Ludlum Steel Corp.. .| 170 | 171 | 161 | 146] 157 | 131 
American-Marietta Co........ 171 | 158 | 167 | 165} 120 | 155 
Timken Roller Bearing Co.....| 172 | 182 | 169 | 173} 108 | 121 
Mead Corpock 28; So heave ek 173 | 164] 163 }178} 154 | 162 
Parke, Davis & Co........... 174 | 156 | 192 |189| 87 | 151 
Electric Auto-Lite Co......... 175 | 169 | 168 | 145] 172 | 102 


American Sugar Refining Co... .| 176 | 135 | 174 | 122] 165 | 181 
Champion Paper & Fibre Co.. .| 177 | 168 | 162 | 187] 158 | 158 


Kerr-McGee Oil Ind., Inc... .. .| 178 | 196 | 170 | 194] 192 #) 

Anheuser-Busch, Inc.......... 179 | 148 | 149 | 167] 170 | 169 
Crucible Steel Co. of America... .| 180 | 159 | 165 | 164] 187 | 115 
Armstrong Cork Co...........| 181 | 129 | 164 | 159] 161 | 125 
Amerada Petroleum Corp... .. .| 182 | 124] 159 |} 198} 80} 193 
General Aniline & Film Corp. ...| 183 | 157 | 154 | 193] 191 | 168 
Libby, McNeill & Libby...:.. 184 | 187] 184 |134] 196] .. 

Sherwin-Williams Co.......... 185 | 140 | 181 |153} 133 | 119 
Quaker Oats Co.: 5.222 .).......). 186 | 174 | 175 | 129) 144 a 

Avco Manufacturing Corp.....| 187 | 185 | 194 | 128} 146 81 
Granite City Steel Co......... 188 | 192 | 191 | 195} 168 | 187 
Pittsburgh Steel Co........... 189 | 183 | 189 |185|] 194 | 161 
Sterling Drug, Inc............ 190 | 182 | 193 |176| 112 | 123 
National Supply Co.......... 191 | 167 | 179 |132|] 132 | 166 
Worthington Corp............ 192 | 189 | 196 |180| 169 | 137 
United States Plywood Corp... .} 193 | 178 | 171 |174| 188 | 174 
Johnson & Johnson........... 194 | 144] 187 | 152] 142 | 130 
ACF Industries.............. 195 | 150 | 185 | 135} 183 | 144 
MartiniCo.< §o och. 3. ctcton fare 196 | 197 | 199 | 94] 182 68 
McDonnell Aircraft Corp...... 197 | 200 | 200 | 88} 167 78 
Cannon Mills Co............. 198 | 142 | 183 1/177] 145 | 106 
Dan River Mills, Inc.......... 199 | 180 | 198 | 188} 190 | 101 
Foremost Dairies, Inc......... 200 | 198 | .195 | 99} 164 | 111 


Steel coming in second and third places. In general, 
those companies that were high in sales were also way 
up on the employee listing. The aircraft, food, and rub- 
ber companies advanced their positions on this listing in 
much the same manner as they did in sales. 

One of the accompanying tables shows the perform- 
ances of the 200 largest manufacturers with respect to 
assets, sales, and income after taxes in 1957 compared 
to 1956. 


ASSET INCREASES GENERAL 


More than 80% (167 companies) of the first 200 cor- 
porations reported increased assets in 1957, representing 
a gain of $8.8 billion over the 1956 total of $116.2 billion. 
Only three companies among the top fifty—Union 
Carbide, Kennecott Copper, and National Steel—re- 
duced their total assets between 1956 and 1957. The 
greatest relative increase in assets was enjoyed by 
Colgate-Palmolive, with a rise of 72%. Six other com- 
panies—IBM, American Can, Kaiser Aluminum & 
Chemical, Boeing Airplane, Kaiser Steel, and Combus- 
tion Engineering—all reported gains of more than 40% 
in their assets. The largest decline was suffered by ACF 
Industries, whose assets dropped by some 22%. Other 
companies with declines of more than 10% included 
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American Motors, North American Aviation, M. Low- gained $6.0 billion and $7.4 billion, the former amount 


enstein & Sons, and Avco Manufacturing. representing the largest increase on record. 

_The first twenty-five companies accounted for one Sales increases were enjoyed by 155 of the industrial 
half the $125-billion asset total of the 200 largest com- concerns, with total sales at $152.2 billion for all com- 
panies, with the top ten companies alone comprising panies listed. The hundred leading manufacturers in- 


one third the amount. Assets ranged from $149.6 million creased their sales to $123.9 billion, a gain of $9.4 billion 
for number 200 to $8,'712.4 million for the top company, over the 1956 total. Seven companies joined the list of 
the highest total ever recorded for any manufacturer. those companies that topped §1 billion in sales, increas- 
Net worth and invested capital (net worth plus long- ing the total to thirty-nine. The new additions included 
term debt) of the first-hundred concerns respectively Cities Service, IBM, American Can, R. J. Reynolds 


Percentage Changes, 1956 to 1957, Selected Items 
The Two-hundred Largest Manufacturing Corporations 


Assets Sales one poe 
Company Waxes Company Assets Sales Gases 

(Percentage Changes, 1956 to 1957) (Percentage Changes, 1956 to 1957) 
Standard Oil Co. (New Jersey). ..... +10.3 +9.9 —0.4 SumO@il' Cora eee pentose ee: +10.8 +5.5 —15.5 
General Motors Corp............... +1.4 +1.8 —0.4 Youngstown Sheet & Tube Co....... +2.5 +0.5 —1.6 
United States Steel Corp............ +6.4 +4.3 +20.5 Monsanto Chemical Co............. +5.2 | +4.7 —3.1 
ord \lotor Com ee. 4 aes ne sates ears +9.0 | +21.7 +19.5 Contmental Oil Co... JV... fs oes: +10.0 +5.7 —9.8 
Cli Oi Corps Ree Gand ca +12.8 | +16.7 +25.3 United States Rubber Co...........} —2.7 | —3.1 —6.9 
Socony Mobil Oil Co............... +10.1 +8.2 —11.7 American Cyanamid Co............ +4.8 +6.4 —7.4 
pRExaseCOw wd vic toe kits otha s nate +8.4 | +14.6 +9.9 Pittsburgh Plate Glass Co........... +3.5 +4.1 +4.7 
E. I. du Pont de Nemours & Co...... +5.4 +4.3 +3.4 General Dynamics Corp...........- +31.3 | +49.1 +38.9 
Standard Oil Co. (Indiana)......... +4.0 +6.3 +1.4 Crown Zellerbach Corp............. +0.3 —0.3 —23.8 
General Electric................--- +6.2 | +6.0 +15.9 Weyerhaueser Timber Co........... +26.0 | +29.8 +3.9 
Bethlehem Steel Corp............... +8.1 | +11.9 +18.3 National Dairy Products Corp....... +3.7 | +5.9 +5.8 
Standard Oil Co. (California)........| -+-10.0 | +-13.7 +7.6 Swikt& (Coes. 260.0. dP ete Gata ces —3.0 | +4.6 —3.6 
Phillips Petroleum Co.............. +10.6 +9.5 +11 Sunray Mid-Cont. Oil Corp......... +6.7 +7.7 +26.3 
@hrysier Corperee i. acces tists ae +15.6 | +33.2 +500.0 Pave Oil Cod, Beets. obec de bee 3 +6.0 +4..6 —3.0 
Sinelair Oil Corp... 2.0. .5. 24.054. +0.5 +6.0 —17.3 BSP. Goodrich-GCor.. ove es «faces « +1.7 +1.4 —10.0 
Union Carbide Corp............-.-- —0.2 | +53 —8.5 Burlington Industries, Inc........... +7.2 | +65.5 —23.1 
Hel HOH GOes Awe Bison trcesh ot ayaa eivencies +2.9 +7.9 —0.5 Distillers Corp.—Seagrams, Ltd...... +3.6 +2.0 +10.4 
Westinghouse Electric Corp......... +10.8 | +31.7 | +1,977.1 Caterpillar Tractor Co.............. +17.2 | —5.2 — 28.2 
Western Electric Co................ +8.6 | +4.5 +44 Boeing Airplane Co... .......:..... +47.9 | +58.6 +19.0 
Aluminum Co. of America.......... +13.6 | +0.6 —15.6 Deere Sr Cot Fenery do bsoe te dale ae 22 +9.0 | +22.6 +42.8 
Cities Service Co.............55005: +6.0 | +7.5 —4.8 Allis-Chalmers Mfg. Co............- —7.9 | —24 —12.7 
Internat. Bus. Mach. Corp.......... +46.3 | +36.2 +29.8 W. RoGrace & Cow... 6622. ohcanees +8.5 +4.8 —21.7 
AMACONAS, GO anise - naeeteig Shms ae +5.5 | —23.7 —63.3 Nat'l Dist. & Chem, Corp........... +9.2 —0.8 +14.4 
International Harvester Co.......... +12] —6.4 —8.1 Liggett & Myers Tobacco Co........ —5.3 |} +1.0 +6.8 
Republic Steel Corp...............- +5.1 —1A —6.0 United Aircraft Corp.............-. +20.0 | +29.2 +38.5 
Goodyear Tire & Rubber Co........ +4.6 +4.6 +3.7 Singer Manufacturing Co........... +1.3 —1.5 —5.2 
How, Chemical Co.s.40.9+ sbartoeras << +19.5 | +1.3 —13.2 Kaiser Steel Corp...............5-- +53.3 | +3.4 —9.3 
International Paper Co............. +2.5 —3.0 —9.5 General Foods Corp.............--- +9.4 | +3.9 +14.2 
American Tobacco Co.............. +3.1 +1.4 +9.8 Armoari& Cok Peerage. cadc es: —5.5 —3.8 —82.3 
Kennecott Copper Corp............ —3.2 | —17.5 —44.6 Phelps Dodge Corp...............-. —7.4 | —31.4 —49.3 
Procter & Gamble Co............... +9.1 | +12.0 +8.0 Lockheed Aircraft Corp............. 418.9 | +16.9 +17.3 
International T. & T. Corp.......... +5.1 | +17.2 —20.3 Owens-Illinois Glass Co...........-. +3.5 +2.9 +1.4 
Jones & Laughlin Steel Corp.........| -+-9.2 | +12.8 +0.9 Borg-Warner Corp........-....++-: +2.9 +1.6 —A.7 
Tide Water Oil Co................. +17.3 | +14.1 —8.2 Amer. Smelt. & Ref. Co............. —49 | —15.9 —37.2 
Olin Mathieson Chemical Corp...... +20.2| —06 —18.8 Douglas Aircraft Co................ +142 | +1.7 —7.5 
American Can Gor.) 2 as ee ass +58.3 | +30.4 +30.5 Schenley Industries, Inc............ +2.1 | +16.3 +31.0 
Firestone Tite & Rubber Co......... +6.7 +3.9 +2.0 ORION OUI COSa eats Bigekrcsieniens mele +7.7 +5.0 +0.7 
Eastman Kodak Co..............-- +52) +4.8 +41 Standard Oil Co. (Ohio)............ +134 | +6.8 —10.2 
Allied Chemical Corp............... +2.0 4+2.1 +8.9 St. Regis Paper'Co..-.07.....-..-.: +18.9 +9.2 —6.2 
Radio Corporation of America....... +3.9 +4.4 —3.8 Bendix Aviation Corp...........--. +15.0 | +22.3 +13.2 
Atlantic Refining Co............... +7.3 | +3.9 —24,4 SkelivsOiliComserurn asc crss feral +8.3 | -+5.0 +7.9 
Sperry Rand 'Corpit . in5 0000). +49 —0.8 —44.6 Richfield Oil Co..................--| 410.6 | +0.6 +6.0 
Kaiser Alum. & Chem. Corp......... +43.1 | +14.0 —36.6 National Lead! Co, sic dank Peek ese +1.5 —7.1 —11.1 
Reynolds Metals Co................ +15.2 | +10.2 —8.3 Bordenu Oot: ais nis sslvhicwier tie oe +2.8 +6.2 +1.7 
Armeprsteel COrp.. «ccc aitrelers <n «+ +18.0 +2.0 —16.2 North American Aviation, Inc....... —10.7 | +36.1 +17.7 
R. J. Reynolds Tobacco Co......... +8.1 | +10.0 +3.7 Celanese Corp. of America.......... —0.1 | +2.1 —A.7 
inland: Steeh Cosi crete wees: +14.5 +5.1 +11.1 General Amer. Transp. Corp......... +2.4 | +13.2 +15.4 
National Steel Corp... 2.0. sae seca: —2.0 —3.5 —13.3 32 Pe Stevens &.C0.. fgoc cme conse ee +3.3 | +12.1 +15.9 
Union Oil Co. of California......... +3.5 +9.2 +11.7 - Colgate-Palmolive Co.............. +71.5 | +742 +89.5 
Continental Can Co................ +48! +3. —4A9 ScottsPaper (Cok. tts ARG Nee ae deel +5.4! +1.7 —3.6 
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Percentage Changes, 1956 to 1957, Selected Items 
The Two-hundred Largest Manufacturing Corporations—(Continued) 


Assets Sales Ce 
Company Taxes 

(Percentage Changes, 1956 to 1957) 
Kimberly-Clark Corp............... +11.1 +7.2 —1.6 
Curtiss-Wright Corp............... +13] +48 —7.2 
Philip Morris, Ines")... 2.7. ee +6.2 | +25.1 +23.4 
Campbell'Soup Coss, sna. sae eee +5.6 +2.6 +2.4 
Mack rucks~inesse ss. . oad aes +12.9 +3.7 +9.1 
Coca-Cola Colts ces. cee ee +5.1 +8.6 +2.4 
Wheeling Steel Corp................ —18}; —4.1 —31.6 
United States Gypsum Co........... +3.4 —5.8 —4.4 
Colorado Fuel & Iron Corp.......... +7.0 +2.3 +11.8 
Food Mach. & Chem. Corp..........| +2.5 +3.9 +0.1 
Minnesota Min. & Mfg. Co.......... +6.7 | +11.9 +2.6 
California Packing Corp............ +0.9 | +13.2 —33.3 
Birroughs (Corpsase eee eee ee +16.3 +3.5 — 28.9 
American R. & S. San. Corp......... +2.8 —8.1 —35.2 
National Cash Register Co.......... +3.8 | +12.2 —1.1 
American Metal Climax, Inc........ +36.1 | —13.5 +16.7 
General Tire & Rubber Co.......... +9.8 +7.9 +3.7 
American Viscose Corp............. —4.0 |) —4.9 —43.6 
Johns-Manville Corp............... —0.6 | —0.7 — 28.8 
United Mer. & Mfrs., Inc........... —4.8 —3.4 — 28.3 
Sylvania Electric Prod., Inc......... +10.3 | +10.3 —7.3 
Minneapolis-Honeywell Reg. Co...... +15.3 | +12.9 —4.9 
Puperior: Oil Co,2)/55. 4. ee ee +14.7 | +23.1 +278.0 
Crane: Cons hircnacstiee te ee eae +1.7 +1.0 —20.2 
Babcock & Wilcox Co.............. +16.5 | +30.1 +17.0 
Fruehauf Trailer Co.............--- —7.6 | —10.2 —73.0 
H. Walker—Gdhm. & Worts, Ltd....| +4.6 +6.8 +6.6 
Standard Brands, Inc............... +2.3 +8.6 +14.0 
National BiscuitiGowwe setae ss ccee +3.2 +3.4 +8.9 
Corn Products\Gosw ues ee +5.8 +9.1 —3.4 
American Machine & Foundry Co....| +23.6 | +32.2 +831.1 
Pullman, ney. wee. +04, ee Ae «8 +4.3 | +16.5 +16.5 
iP lordlard:- Cor. ict ay te +22.7 | +443 +155.6 
General MillsS Ine. oe eae eke +9.3 +0.4 +20.5 
ey vEleing Gower eae es +9.0 +5.3 —12.3 
Koppers Cols Wines) 5 Fr ae ee ae ae +6.7 +6.8 —1.7 
Carmier/Corp. 1.6, see eee +36.5 | +36.3 —22.3 
Whirlpool Corp:gent oe ee +13.4 +9.3 —23.2 
BY Lally 8 Corgis. is boemetcles cast +10.7 | +10.1 +7.3 
hime. Ine, iis Seeks ae. oe +12.9 | +10.8 —39.0 
Georgia-Pacific Corp................}] +8.2 | +21.7 +14.9 
Dresser Industries, Inc.............. +24.5 | +19.1 +19.1 
Ravoniers Tics. (ey... hath oe ck ces id +1.3 | —14.7 —55.7 
Combustion Engineering, Inc........] +43.4 | +69.3 +20.0 
Ashland Oil & Refining Co.......... +8.8 | +14.4 +20.0 
Thompson Ramo Wooldridge, Inc....]| —3.5 | +20.3 —8.5 
Engersoll-RandiG@o....5 iva es. +2.2 | +8.6 +0.8 
Westinghouse Air Brake Co......... +1.7 | +10.4 +1.7 
American Motors Corp............. —12.9 | —11.3 a 
West Virginia Pulp & Paper Co...... —0.3 |! +2.0 — 26.4 


Assets Sales ee 
Company Taxes 

(Percentage Changes, 1956 to 1957) 
Air Reduction Co., Inc............. +20.1 | +11.9 +5.1 
Libbey-Owens-Ford Glass Co........ +0.8| —8.5 —4.1 
PhilcoiGorpee. ce ese ee ee —4.2 +7.1 | +1,000.0 
Eastern Gas & Fuel Associates... ... +4.0 +7.0 +25.2 
American Home Products Corp......| +12.6 | +17.5 +23.3 
‘Budd Corer ccm ol ter ere ae —5.8 +3.2 —3.3 
Merck &iCor,- Ine. eee eee eee: +8.8 +8.4 +14.4 
National Gypsum Co............... +0.3 | —6.8 —10.5 
Hercules Powder Co................ +6.8 +4.0 +2.3 
Container Corp. of America......... +0.2 —7.2 —19.8 
M. Lowenstein & Sons, Inc.......... —12.0 —1.8 —ATA 
Chas} Phizeriéc( Cov, InG. . 226s aes +14.6 | +16.1 +25.1 
Ralston Purina Co. is OIA eee +4.5 | +11.3 +2.1 
Union Bag-Camp Paper Corp. ate. oe +14.7 —1.5 —15.8 
Textron Inch. gir bes ones —7.1 +3.6 +33.8 
Lone Star Cement Corp............. +18.5 —3.2 —3.1 
JAIMCase! Cometh ccs de Coes ee +26.8 | +44.4 b 
McLouth Steel Corp....... i eRe +5.5 +95} +6.8 
International Shoe Co.............. —24 —0.3 —18.6 
Allegheny Ludlum Steel Corp........ —4.0 | -—6.8 —23.5 
American-Marietta Co.............. +20.8 | +15.7 +6.2 
Timken Roller Bearing Co..........| +15.3 —4.3 —5.0 
Mead: Corp. tape. oA Babee eee +17.8 | +14.6 —11.2 
Parke, Davis. 6(\Covaai ose se eee +22.7 | +21.0 +58.5 
Electric Auto-Lite Co............... +5.8 | +15.4 |. +313.0 
American Sugar Refining Co.........| +13 | —2.2 —19 
Champion Paper & Fibre Co........| —0.3 | +0.4 —19.6 
Kerr-McGee Oil Ind., Inc........... +13.8 | +25.8 —12.9 
Anheuser-Busch, Inc................ +1.5 +5.8 +0.3 
Crucible Steel Co. of America....... —5.3 | —10.6 —49.2 
Armstrong Cork Co........... ah ats +1.6 —0.4 —16.5 
Amerada Petroleum Corp........... +13.4 +7.9 +12.8 
General Aniline & Film Corp........| -+1.2 | +3.5 +5.9 
Libby, McNeill & Libby............ —6.8 —2.2 —27.0 
Sherwin-Williams Co............... +4.8 c +7.9 
Quaker Oats! Cored <.\adjaden as st eo +3.4} +3.9 +6.6 
Avco Manufacturing Corp.......... —12.1 —1.8 b 
Granite City Steel Co.............. +0.1 —9.7 —33.8 
Pittsburgh SteeliCoiseaeees. a eee —0.8 | +2.1 —32.3 
Sterling Drug; ine: a sees ee +7.4 | +11.8 +11.2 
National Supply Co.......:........ +06] +6.1 +0.7 
Worthingtom|Corps. chee ne +6.2 | +12.5 +6.5 
United States Plywood Corp......... —1.2 +0.6 —22.0 
Johnson & Johnson................ +5.8 +5.8 +2.3 
AGE Industries 31. 52s ans eee ates —219) +0.1 —12.2 
Martin :(Co.-6 ome eee ne ee +24.5 | +18.1 —22.2 
McDonnell Aircraft Corp........... +8.5 | +31.9 +3.1 
Cannon Millsi@onp a eee es +1.6 —5.9 +21.7 
Dan River Mills, Inc............... +8.5 | +343 +5.6 
Foremost Dairies, Inc.............. +5.0 +8.6 +2.9 


a—Net loss in 1956 and 1957 
b—Net loss in 1957 


Tobacco, General Foods, North American Aviation, and 
United Aircraft. Ten manufacturers raised their sales by 
more than one third during 1957, led by Colgate-Palm- 
olive (74%), Combustion Engineering (69%), and Boeing 
Airplane (59%). Both Anaconda and Phelps Dodge 
experienced sales decreases of more than 20%, while an 
additional seven companies suffered declines ranging 
from 10% to 20%. Approximately 45% of the total sales 


c—Data not available for 1956 


of the 200 largest companies was accounted for by the 
twenty-five leading manufacturers; the two leading com- 
panies, General Motors and Standard Oil (New Jersey), 
were responsible for nearly one eighth of total sales. 


THE PROFITS PICTURE 


Almost half the concerns saw profits after taxes 
dwindle in 1957, with the 200 companies as a group 
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garnering nearly $10 billion in profits, a 6.5% return on 
net sales. Income after taxes of the hundred top com- 
panies rose to $8.5 billion in 1957 after having declined 
to $8.4 billion in 1956. The ratio of profits to sales for 
these companies narrowed to 6.9% in 1957 from 7.3% in 
1956 and 7.9% in 1955. The return on net worth 
amounted to 12.4% in 1957 compared to 13.4% in 1956. 
Three of the top ten firms suffered profit declines in 
1957, including the two top manufacturers. Other com- 
panies on the list had their profits cut by more than half, 
but only one company—American Motors—had a net 


Totals for the One-hundred Largest Manufacturing 
Corporations in 1957 


Millions of dollars 
Item 1957 1956 1955 
Total assets.............. 104,394 96,790 88,554 
INetiwortlis2 Gr senna nie. 38 68,403 62,436 56,7720 
Invested capital........... 82,544 75,101 67,617 
alegre tie ween eee nar 123,860 114,479 107,407 
Income before taxes....... 13,842 13,785 14,977 
Federal income taxes...... 5,343 5,425 6,486 
Income after taxes........ 8,500 8,360 8,492 
Dividends Sethe eet 4,534 4,368 4,089 


Note: Details may not add to totals due to rounding 


loss for the year 1957. Some firms enjoyed tremendous 
relative gains in profits, but these were mainly a result 
of sharply declining profits in the prior year. Coinciding 
with the increase in income, cash payment dividends 
rose from $4.4 billion in 1956 to $4.5 billion in 1957 for 
the hundred largest corporations. The second-hundred 
group paid out $800 million in cash dividends. 

Data for the number of stockholders, the number of 
employees, and employment costs were incomplete. 
Based upon data from 193 companies there were 
9,704,968 stockholders, with twenty-one of the com- 
panies having more than 100,000 stockholders. The 
number of employees totaled 6,829,361 for 193 com- 
panies, with eleven companies employing more than 
100,000 people in their plants and offices. Employment 
costs of 126 concerns amounted to $32.3 billion. 


INDUSTRY BREAKDOWN 


An industrial breakdown of the first hundred shows 
that the twenty-one firms in the petroleum industry ac- 
counted for nearly one third of the total assets. Next were 
the steel and motor vehicle industries, accounting for 
13% and 12% of the total. Within the secorid-hundred 
group there was a more even distribution. Food, bever- 
age and tobacco companies accumulated 18% of the 
total assets of the second hundred with steel and non- 
electrical machinery fabricators each accounting for 
11% of the total. Chemical companies headed the third- 
hundred group with twelve concerns representing 13% 
of total assets of this group. Companies producing steel 
and products accounted for 11% of the assets, while 
food, beverage and tobacco concerns were next with 
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10%. Manufacturers of stone, clay and glass products 
were more numerous in this group, having 9% of total 
assets. 

When the 300 corporations are combined, the pattern 
remains fairly similar to the first hundred. The top five 


Totals for the Two-hundred Largest Manufacturing 
Corporations in 1957 
Millions of dollars 


ees ioe Howhned oo 

Totaliassets.. ...:. .o.<.011- seine 104,394 20,640 125,034 
INGE WOrth agen sacs hen ask 68,403 12,999 81,401 
Invested capital........... 82,544 16,055 98,598 
leg ey eae 4 tw NO AS att, 123,860 28,304 152,164 
Income before taxes....... 13,842 2,707 16,549 
Federal income taxes...... 5,343 1,242 6,585 
Income after taxes........ 8,500 1,466 9,966 
Dividendstiis 3 nacre 4,534 821 5,355 


Note: Details may not add to totals due to rounding 


industries—petroleum, steel, motor vehicles, chemicals, 
and food-beverages-tobacco—consisted of 148 com- 
panies and accounted for 66% of the total assets. (See 
table on page 181.) 

A forthcoming issue will contain a listing of the 200 
largest trade firms for 1957. 


HERBERT J. WEINBERGER 
Division of Consumer Economics 


1959 Sales Problems 


[Continued from page 175] 


surveyed to initiate remedial actions that are expected 
to provide continuing benefits. Thus a metals company, 
forced by the recession to find ways to cut its costs, now 
reports that “resulting costs reductions will permit us to 
be more competitive than ever in a wider field of 
markets.” In summary, the president of a foods company 
makes this comment: 


“Generally speaking, I believe that industry is wide 
awake to the need for harder and better selling in 1959 and 
that this awareness will make 1959 one of the best years we 
had had as a nation. Sometimes it is a good thing for us to 
suffer through a business reduction, because it serves to 
remind us that further business progress not only takes a 
good reputation, but a good reputation plus hard, intelligent 
work. Too often many of us are inclined to ‘coast on our 
oars,’ and expect the world to continue rewarding us for 
past efforts rather than continuing ones.” 


Earu L. Bartey 
G. CLark THOMPSON 
Division of Business Practices 


Accelerated Amortization—An analysis of the effects of rapid 
amortization since 1950. By David A. Thomas. University of 
Michigan, Ann Arbor, 1958, 104 pages. $5.00. 


MERGERS AND MARKET SIZE—1. PRODUCT DIMENSIONS 


A study of the interplay of economic factors entering into current merger decisions 
and an appraisal of the legal obstacles that may beset any merger 


by a New York District Court goes further than 

any previous ruling in exploring the validity of 
mergers and acquisitions under section 7 of the Clayton 
Act, as amended in 1950.1 Although the law in its 
present form went into effect eight years ago, decisions 
are still so sparse that each new one represents a sub- 
stantial increase in information on the economic mean- 
ing of this part of antitrust law. The decision represents 
the view of a lower court; however, the court’s explicit 
reasoning and extensive analysis of the relation between 
its decision and the Supreme Court’s earlier ruling in the 
du Pont (General Motors) case make it certain that the 
decision will influence enforcement policy—and there- 
fore merger planning—for some time to come. 

The merger act is designed to prevent erosion of com- 
petition by corporate acquisitions, but neither the mean- 
ing of competition nor the ways in which it may be 
eroded are listed in the statute. This is so because, like 
other parts of the antitrust laws, the act is written in 
general terms that take on definite meaning only as 
specific cases come before the Federal Trade Commis- 
sion and the courts.” 

Although the law deals with economic problems, it is 
clothed in legal language that reads: 


To: Bethlehem decision handed down late in 1958 


“No corporation engaged in commerce shall acquire . . . 
the whole or any part of the stock . . . and no corporation 
subject to the jurisdiction of the Federal Trade Commission 
shall acquire the whole or any part of the assets of another 
corporation engaged also in commerce, where in any line of 
commerce in any section of the country, the effect of such 
acquisition may be substantially to lessen competition, or to 
tend to create a monopoly.’ [Emphasis supplied]* 


Mergers and acquisitions are, therefore, neither legal 
nor illegal in themselves—but neutral, with their valid- 
ity subject to enforcement scrutiny in terms of their 
probable effects upon competition.‘ But the statute is 


This is the first of three articles on the general subject of 
market relativity and the merger act. The second article 
will consider the geographical and other dimensions of 
markets. The third will deal with additional factors and 
make some concluding observations on the problem of 
market relativity 


silent as to what factors are to be taken into account; 
how great the danger to competition must be; whether 
potential increases can offset potential decreases in com- 
petition; and where in the economy the competitive 
consequences of a merger are to be examined. However, 
the application of the antitrust laws is continuously re- 
shaped through the case process, and initial answers are 
already apparent; more definitive answers must await 
future court and commission decisions. 


MERGER CASE STATISTICS 


Between the beginning of 1951 and the end of 1958, 
there were 6,526 total and partial acquisitions recorded 
in standard financial sources.’ Cases were initiated by 
the enforcement agencies in approximately half of one 
per cent of these commercial transactions. (See table 1.) 

Of these forty-three cases, decisions had been handed 
down, as of January, 1959, in six contested cases ini- 
tiated by the enforcement agencies® (including the 


1 The terms “mergers” and “acquisitions” are used interchangeably 
in the present article to conform to popular usage. Technically, a 
merger involves exchange of stock under the laws of the state in which 
the merger takes place, while the term acquisition applies to all other 
methods by which one company obtains all or part of the stock or 
assets of another company 


2 The Federal Trade Commission, the Antitrust Division of the 
Department of Justice, and private parties can all initiate merger 
cases 

3 The Antimerger Act of December 29, 1950, Public Law 899 


4 See Report of the Attorney General’s National Committee To Study 
the Antitrust Laws, U. S. Government Printing Office, Washington, 
D. C., March 31, 1955, page 124; and Federal Trade Commission 
Report on Corporate Mergers and Acquisitions, May, 1955, page 170 

5 “Recorded” acquisitions do not represent “‘all” acquisitions, but 
only those from Standard Corporation Records, Moody’s Industrials and 
sources regularly scrutinized by the Federal Trade Commission. They 
do not include acquisitions recorded in other parts of the trade press 
or acquisitions not recorded in standard published sources. If un- 
recorded acquisitions were to be added to recorded ones, the per- 
centage of cases to acquisitions would decrease 


6 The six cases were: 


U. S. v. Bethlehem Steel Corp. (DC S.D.N.Y. 1958) 1958 Trade Cases, para. 
69,189; U. S. v. Brown Shoe Co., Inc. (DC E.D. Mo. 1956) Trade Cases, para. 
68,244; in the matter of Crown Zellerbach Corp. (Dkt. 6180) Order, 1957; U.S. v. 
E. I. du Pont de Nemours & Co. (U. S. Sup. Ct. 1956), 1956 Trade Cases, para. 
68,369, U. S. v. E. I du Pont de Nemours & Co. (U.S. Sup. Ct. 1957) 1957 eae 
Cases, para. 68,723; in the matter of Farm Journal Inc., (Dkt. 6388) Order, 1956; 
and U. S. vy. Maryland and Virginia Milk Producers Association (DC D. C. 1958) 
1958 Trade Cases, para. 69,197. 


Four of these (Bethlehem, Brown Shoe, du Pont and Maryland and 
Virginia) are cases initiated by the Department of Justice and two 
(Crown Zellerbach and Farm Journal) are cases initiated by the 
Federal Trade Commission. 

Consent orders were also handed down during the same period in 
ten merger cases, five initiated by the Department of Justice and five 
by the Federal Trade Commission. There are, however, no findings of 
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Supreme Court’s ruling in the du Pont case under an 
earlier version of the merger act). In addition, there are 
two private cases in which economic facts are important 
to the court’s decisions.! 

The present study is designed to examine the major 
economic considerations affecting these decisions, as 
well as three additional decisions in which the commis- 
sion has remanded cases to its hearing examiner for 
further trial.’ 


Table 1: Number of Recorded Acquisitions Compared with 
Number of Cases Initiated by Enforcement Agencies 
under Amended Clayton 7, 1951-1958 


Years Acquisitions Cases Percentage 

Lg le SO, eee es 703 0 0.00 
TOGZE ee. Nok oki Pa 822 1 0.12 
TOSS eesirie Sota ot SL 793 0 0.00 
OB ee ceym cio ys ts 16 617 2 0.32 
VOCS SE sb Sou ae 846 8 0.95 
NOSG Pie veg ts see ws 905 18 1.99 
NOG Mec wets custo 941 ee 0.74 
MOGS eis Fe. 8 Pee. Reet 899 v4 0.78 

EDOCAN Aree airs ese © 6,526 43 0.66 


Sources: Acquisitions recorded by the Federal Trade Commission; case count from 
Commerce Clearing House, Trade Regulation Reporter and Federal Trade Commission 
and Department of Justice mimeographed text of complaints 


No brief study can reveal the full complex of economic 
facts and conclusions embodied in even these few deci- 
sions; nor can it generate clear-cut tests of whether a 
particular merger would be likely to meet with enforce- 
ment sanctions. It is, however, possible to indicate the 
principal factors that have been taken into account in 
judging the economic—and, therefore, the legal—conse- 
quences of the acquisitions.® 


FACTORS SHAPING MERGER DECISIONS 


Because only a small percentage of all acquisitions 
ever come to formal trial, there is strong temptation to 
look for sure and simple methods of predetermining 
what mergers will be questioned—and when a challenge 
is likely to be sustained. There have been many at- 
tempts to find tests that could be applied to a limited 
set of facts concerning the acquiring and acquired unit— 
and to such facts alone.’ But tests of this kind would 
have to be based on an assumption that specific sets of 
company attributes, such as products and size, for 
example, determine the effects of a merger. 

The law does not make such an assumption. Indeed, 
the price of the law’s avoidance of a rigid ceiling on 


fact available for economic analysis in these cases. The Department of 
Justice cases involved: 


U.S. v. General Shoe Corp. (DC Tenn. 1956) 1956 Trade Cases, para. 68,271; 
U. S. v. Hilton Hotels Corp. (DC N.D. Ill. 1956) 1956 Trade Cases, para. 68,2538; 
U.S. v. Lucky Lager Brewing Co. (DC Utah 1958) 1958 Trade Cases, para. 69,160; 
U. S. v. Minute-Maid Corp. (DC Fla. 1955) 1955 Trade Cases, para. 68,131; and 
U. S. v. Schenley Industries, Inc. (DC Del. 1957) 1957 Trade Cases, para. 68,664. 


The Federal Trade Commission cases involved: 


In the matter of Automatic Canteen Co. of America (Dkt. 6820) Consent Order, 
1958; in the matter of International Paper Co. (Dkt. 6676) Consent Order, 1957; 
in the matter of Scovill Manufacturing Co. (Dkt. 6527) Consent Order, 1956; in the 
matter of Union Bag and Paper Corp. (Dkt. 6391) Consent Order, 1956; and in the 
matter of The Vendo Co. (Dkt. 6646) Consent Order, 1957 
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company growth via mergers has been a measure of 
uncertainty as to when an acquisition may run afoul of 
the law. However, current decisions show that a finding 
that a particular acquisition violates section 7 requires 
first, a determination of the relevant market, its sub- 
stantiality, and facts concerning its structure; second, 
additional facts concerning principal methods of com- 
petition in these markets; and, finally, a conclusion as 
to the competitive impact of the acquisition.® 

There is no slide-rule guide to relevant data. While 
many factors bear on a merger decision, none has 
absolute control. This follows from the fact that the law 
applies to the probable effects of a merger in any 
market. Whereas a series of factors may be examined, 
the presence or absence of any one factor will not as a 
rule settle merger act questions.® 


RELEVANT MARKET: SHAPE AND COMPONENTS 


The relevant market for a merger case is the area in 
which the effects of an acquisition are examined—not 
because the word ‘‘market” is written into the act, but 
because evidence of probable consequences cannot be 
examined in the abstract. In its du Pont (General 
Motors) decision, for example, the Supreme Court 
stated: 


1The two cases were American Crystal Sugar Co. v. Cuban- 
American Sugar Co. (CA-2 1958) 1958 Trade Cases, para. 69,155; 
(DC S.D.N.Y. 1957) 1957 Trade Cases, para. 68,735; and Hamilton 
Watch Co. v. Benrus Watch Co. Inc. (CA-2 1953) 1953 Trade Cases, 
para. 67,517; (DC Conn. 1953) 1953 Trade Cases, para. 67,485 


2 Brillo Manufacturing Co. (Dkt. 6557) Initial Decision, 1958; 
Opinion of the Commission and Order granting in part and denying in 
part respondent’s motion to dismiss the case, 1958. In the matter of 
Pillsbury Mills, Inc. (Dkt. 6000) Opinion of the Commission remand- 
ing to hearing examiner, 1953. In the matter of Scott Paper Co. (Dkt. 
6559) Initial Order dismissing complaint, 1958; remanding case to 
hearing examiner, 1/5/59 


3 No discussion such as the present one can deal with all the eco- 
nomic factors in every case; nor can it serve as a substitute for legal 
advice based on an examination of particular cases. This is always 
true of economic problems handled through case law. It is, however, 
particularly true of decisions under the merger act, since no single 
economic fact can determine the probable effect of a merger on com- 
petition 


4 The acquiring unit in the context of this article is always a com- 
pany. But the acquired unit may be an entire company or a part of a 
company; the law is the same in both cases. For purposes of the pres- 
ent article, “acquired company” and “acquired unit’ will be used 
ee except where the setting clearly requires one or the 
other 


5 The Report of the Attorney General's National Committee To Study 
the Antitrust Laws, written prior to all decisions except those in the 
H beens Watch and Pillsbury cases, suggests that it may be relevant 
to study: 

(1) The character of the acquiring and the acquired company, 
(2) the characteristics of the markets affected, (3) immediate changes 
in the size and competitive range of the acquiring company and in the 
adjustments of other companies operating in the markets directly 
affected, and (4) probable long-range differences that the acquisition 
may make for companies actually or potentially operating in these 
markets.” (Report of the Attorney General’s National Committee To 
Study the Antitrust Laws, op. cit., page 125) 


6 “Competitive factors must be examined. . . . However, the 
presence or absence of any one competitive factor may not be deter- 
minative of the lawfulness or unlawfulness of an acquisition.” (In the 
matter of Scott Paper Co. op. cit., page 5) 


194 


‘Determination of the relevant market is a necessary 
predicate to a finding of a violation of the Clayton Act 
because the threatened monopoly must be one which will 
substantially lessen competition ‘within the area of effective 
competition.’ ””! 


And in the Bethlehem decision, the District Court said: 


“Like other sections of our antitrust laws, section 7 does 
not contain the word ‘market.’ It is clear, however, that 
‘line of commerce’ signifies a product market and ‘section of 
the country’ refers to a geographic market.’”? 


But the same court was careful to note that the market 
for section 7 purposes is not necessarily the same as the 
market in other kinds of analysis.? Indeed, the entire 
range of decisions shows that the relevant market is 
neither an economic abstraction nor necessarily any 
specific market surveyed as part of a company’s market 
research program, but any area in which other com- 
panies may suffer substantial competitive attrition as 
the result of an acquisition. 

The word “any” does not, however, mean that the 
boundaries of the relevant market can be abstract or 
vague. Because of the language of the law, the market 
requires a product and a geographic locus and usually a 
functional and time locus as well. Each of these may be 
considered in turn. 


What the Market Is Not 


Since the law is geared to the probable, not the actual 
effects of a merger, the markets in which an acquiring 
and acquired unit sold prior to a merger are not neces- 
sarily identical with those in which the effects of a 
merger can be expected to be found. Nor need the mar- 
ket be one in which the acquiring or acquired unit will 
obtain a monopoly. This principle is implicit in all the 
decisions and is stated explicitly by the Federal Trade 
Commission in its order remanding the Scott decision to 
its hearing examiner: 


“The Examiner, in essence, looked for market control as 
such. There need be no showing that Scott had the power 
to fix prices or the power to control entry of new competi- 
tors; or that Scott had control of raw materials or the chan- 
nels of distribution. Such power or control would amount to 
monopoly condemned by the Sherman Act.’”4 


Nor is it necessary that competitors, suppliers, or cus- 
tomers of either the acquiring or acquired unit be com- 
pletely shut out of a market, since in no case is there a 
finding that any third company will be absolutely 
barred from sales to, or purchases from, either com- 
pany. Nor, finally, need the market be one in which 


1U.S. v. Du Pont (General Motors), op. cit., page 72,922 

2U.S. vs. Bethlehem, op. cit., page 74,659 

3 “Hquating the language of section 7 to the concept of market does 
not, however, mean that the section 7 market is the same as the mar- 
ket for purposes of other sections of the antitrust laws. Nor is the 
section 7 market necessarily the same as the economist’s concept of 
market.” (U.S. v. Bethlehem, op cit., page 74,659) 

4Jn the matter of Scott Paper Co., op. cit., page 5 


there is proof that competition will be substantially 
lessened : 


“The government is not required to establish with certi- 
tude that competition in fact will be substantially lessened. 
Its burden is met if it establishes a reasonable probability 
that the proposed merger will substantially lessen competi- 
tion or tend to create a monopoly.’ 


Product Dimensions 


At present there are almost as many tests for deter- 
mining the product dimensions of markets as there are 
merger cases. Most cases involve several tests, and in 
many of the cases apparently different tests are not 
distinct. It is, however, clear that a simple list of the 
products of the acquiring or acquired company, or both, 
is not sufficient. This principle is implicit in all deci- 
sions and is explicit in the Commission’s Brillo ruling: 


“‘We think the Hearing Examiner in concluding as a 
matter of law that industrial steel wool was the relevant 
market erred in basing his determination solely on the fact 
that those were the wares being produced by the acquiring 
and acquired companies. 

* * * 


“That the acquired and acquiring corporations both made 
industrial steel wool was only one circumstance to be 
considered.””? 


Nor is any simple classification of a merger as 
horizontal, vertical, or conglomerate sufficient to iden- 
tify the product markets affected.* Indeed, in most of 
the cases here studied, more than one pattern is dis- 
cernible, although a single aspect is generally predomi- 
nant. The horizontal aspect is, for example, paramount 
in the Bethlehem, Crown, American Crystal, Farm 
Journal and Hamilton Watch cases; the vertical aspect 
in the du Pont (General Motors) and Maryland and 
Virginia cases; and the conglomerate in the Brown Shoe 
case. Regardless of the shape of the acquisition itself, its 
competitive effects may and usually will fan out, so 
that classification of a merger as “horizontal,” “‘verti- 
cal,” or “conglomerate” would not show where its 
effects should be studied. Indeed, a horizontal acquisi- 
tion is as likely to have vertical as horizontal effects, 
and a vertical acquisition is as likely to have horizon- 
tal as vertical effects.* 


1U.S. v. Bethlehem Steel Corp., op. cit., page 74,671 
2 In the matter of Brillo Mfg. Co., op. cit., page 2 


? The term “horizontal” refers to mergers between competitors; 
“vertical” to mergers between suppliers and customers; and ‘‘con- 
glomerate” to all other mergers. The terms, however, leave open ques- 
tions concerning classification of mergers between potential competi- 
tors or between potential customer-suppliers. Are mergers, for ex- 
ample, between companies selling the same or similar products in 
different geographic areas, in different price lines, or to distinct classes 
of users horizontal or conglomerate? What of companies selling differ- 
ent products that meet the same or similar needs? The terms tend also 
to overlap in practice since mergers between integrated multiproduct 
companies tend to fall in all three categories 

4 Examples are the du Pont (General Motors) and Bethlehem cases. 


In the Bethlehem case, because Bethlehem and Youngstown are 
both fully integrated steel companies, the proposed merger would have 
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It is also clear that the product market need not be so 
broad as to encompass all products produced by either 
company (or all substitutes for these products); nor 
need it be so narrow that related products of the two 
companies appear to have no economic connection with 
each other. Product markets in a given case may in fact 
be both broad and narrow, with some markets over- 
lapping others.? 

In general, the tests for identifying the product 
dimensions of the market are not economic abstractions, 
but tools for finding whether there are product lines 
where a merger may have substantial effects on the 
operations of other companies. The following analysis 
is, therefore, not designed to present logically distinct 
tests, but to exhibit the range and specificity of the 
tests that have been developed and to note the market 
situations in which particular tests have been relevant. 


1. Peculiar characteristics and uses. In a monopoly case, 
the relevant market includes products interchangeable 
with those a company is charged with monopolizing. In 
a merger case, by contrast, the market need not include 
substitutes for the products of the acquiring or acquired 
unit. This principle is implicit in the Supreme Court’s 
du Pont (cellophane) and du Pont (General Motors) de- 
cisions and is explicit in later commission and lower 
court rulings. 

The du Pont (General Motors) case concerned du 
Pont’s 1917-1919 acquisition of stock in General Motors 
considered in the light of du Pont’s substantial sales to 
General Motors—amounting in 1947 to 68% of General 
Motors’ requirements for finishes and 38.5% of its re- 
quirements for fabrics. 

The relative magnitude of these sales depends on the 
dimensions of the markets against which they are meas- 
ured. Du Pont’s share of the market for all paints and 
fabrics is, for example, smaller than its share of the 
market for automotive finishes and fabrics. At issue in 
the case, therefore, was a choice between a relatively 
broad and a relatively narrow-gauge definition of the 
market. 

The Supreme Court held that automotive finishes and 
fabrics have “sufficient peculiar characteristics and uses” 
to make them a relevant market for merger case pur- 
poses, stating: 

“The record shows that automobile finishes and fabrics 
have sufficient peculiar characteristics and uses to consti- 
tute them products sufficiently distinct from all other 
finishes and fabrics to make them a ‘line of. commerce’ 
within the meaning of the Clayton Act. ... Thus, the 
bounds of the relevant market for the purposes of this case 
are not coextensive with the total market for finishes and 


been primarily horizontal. But since Bethlehem is integrated into 
certain fabricating lines in which Youngstown is not represented and 
Youngstown sells to, and buys from, independent fabricators, the 
merger would have had vertical aspects as well. 

In the du Pont (General Motors) case, whereas the relationship 
between the two companies is vertical, the court was most concerned 


with the horizontal effects on competitors of du Pont who are also 


producers of automotive finishes and fabrics 
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fabrics but are coextensive with the automobile industry, 
the relevant market for automotive finishes and fabrics.’? 


The court did not make clear its reasons for reaching 
this conclusion. Only a footnote to the decision shows 
what the court may have had in mind. Quoting from the 
du Pont brief, the court noted that du Pont’s “Duco” 
represents a truly significant advance in the art of 
paint-making and that ‘“‘without Duco mass production 
of automobiles would not have been possible.’’® Con- 
cerning du Pont’s automotive fabrics, the court noted 
testimony by du Pont’s sales director that they are not 
sold in the same way as, for example, furniture fabrics, 
since each manufacturer has specific requirements which 
preclude standard prices: 


“Now, in the automotive industry, we have a different 
situation than you do in the furniture trade, for example, 
where you have an established price. 

““You see, in the automobile industry, each manufacturer 
uses a different construction. They all have their own 
peculiar ideas of what they want about these fabrics. Some 
want dyed backs, and some want different finishes, so you 
don’t have any standard prices in the automobile industry.” 


A similar “peculiar characteristics and uses” test was 
one among several used by the Federal Trade Commis- 
sion in finding coarse paper defined by the Bureau of the 
Census rather than a broader classification of coarse 
paper defined by the trade, as the appropriate product 
market in the Crown case. The commission held that 
census coarse paper, including wrapping, bag and sack 
papers, and converting papers, “are in a relatively 
allied line particularly in respect to markets and end 
uses./aee. 

The same type of test was also one among several used 
in the Bethlehem decision. Thus hot rolled sheets, cold 
rolled sheets, hot rolled bars, buttweld pipe, electric 
weld pipe, seamless pipe, oil-field equipment, oil-field 
equipment and supplies, tin pipe and track spikes were 
each recognized as relevant product lines because, said 
the court, each “has unique physical characteristics, is 
distinct one from another, has different end uses, and is 
recognized by steel producers and consumers as a dis- 
tinct product.’”é 


2. Distinguishing physical characteristics. Distinguishing 
“physical characteristics” rank second only to “peculiar 
characteristics and uses” as a standard for determining 
the appropriate product market in a merger case. But 
what distinctions are to be considered are not specified. 

In the Crown decision, for example, the commission 

1 In the Bethlehem case, for example, the court found no contradic- 


tion in holding that iron and steel generally and specific iron and steel 
products constitute relevant product markets 


2U.S. v. du Pont (General Motors), op. cit., pages 72,922-3 
3 U. S. v. du Pont (General Motors), op. cit., page 72,922 
4U.S. v. du Pont (General Motors), op. cit., page 72,923 

5 In the matter of Crown Zellerbach, op. cit., page 3 

6. S. v. Bethlehem, op. cit., page 74,663 
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refers to “physical characteristics” as one factor deter- 
mining the extent of the market and finds that census 
coarse papers have such characteristics: 


“Such factors as physical characteristics, markets, prices, 
and uses, all or in part, tend to distinguish these papers 
from other papers and paperboard.”? 


Distinctions between such papers and those not in- 
cluded in the market are, says the commission, readily 
apparent. Crown had, for example, contended that con- 
tainer board should be included. But, said the commis- 
sion, container board is used in the manufacture of 
boxes and is ordinarily a heavier paper than the run of 
wrapping and bag papers, using a higher proportion of 
waste paper and resulting generally in a lower-quality 
product. 

Similarly, in the Bethlehem case, the court found, 
among other things, that hot rolled sheets, cold rolled 
sheets, hot rolled bars, buttweld pipe, etc., have “unique 
physical characteristics” which make each “distinct one 
from another.” 

And in its order remanding the Brillo case to the 
hearing examiner, the Federal Trade Commission stated 
that among the factors to be taken into account in 
determining the product market for Brillo’s and Wil- 
liam’s steel wool abrasives are “‘the physical character- 
istics” of the products.’ 


3. Distinct customers. If a particular product is sold to 
distinct customers, the product may define a separate 
market, even if the production facilities used in making 
the product can be shifted to other lines. Indeed, the 
fact that a manufacturer may be technically able to 
shift his facilities from one product to another is not in 
itself justification for a market definition that includes 
all such products if competitive patterns in the industry 
make shifts unlikely. 

In the Bethlehem case, for example, Bethlehem had 
urged that the large integrated steel companies have 
greater capacity for production of finished steel products 
than for production of ingot, and that each can, there- 
fore, allocate its ingot among its finishing facilities in 
response to changes in demand. Since availability of 
ingot limits the output of finished products, Bethlehem 
regarded ingot as a basic product market, on the ground 
that it best reflects the competitive potential of each 
company. Bethlehem also urged narrower “mill product 
lines” as defining the relevant markets. Such a line 
would consist of a complex of “all the end products that 
can properly be produced on one of the industry’s basic 
types of finishing mill—either without any alteration in 
the mill or with only relatively minor alterations, in, or 
additions to, it.’”4 

Bethlehem contended that a producer can, and will, 
with little extra expense shift from one product to 
another, and that therefore the competitive potential of 
a steel producer should be considered in terms of the 
range of products that can be produced in any basic type 


mill. The court disagreed, noting that, in practice, steel 
producers have not been quick to shift from product to 
product in response to changes in demand: 


“In practice steel producers have not been equipped to 
shift from product to product in response to demand. 
Moreover, the evidence establishes that the continuing rela- 
tionships between buyers and sellers in the steel industry 
make such shifts unlikely.’ 


Similarly in the Crown case, Crown had urged that a 
paper machine can with suitable adjustments make a 
wide range of grades of paper and board—and that 
these should enter into the definition of a product 
market. In rejecting this reasoning the commission 
noted: 


“In addition, these particular papers involve different 
markets. Container board is made into boxes and sold to 
manufacturers of products requiring strong lightweight 
shipping containers. Wrapping paper and bags (converted 
product) are generally sold in markets which include paper 
jobbers, wholesalers, such as grocery wholesalers, and large 
consumers, such as chain grocers, ultimately to be used in 
large part by the retailers for packaging or wrapping at the 
point of sale to the consumer.””® 


4. Standardization. Although “‘standardization” is not 
taken into account in most cases, and absence of stand- 
ardization will not invalidate an otherwise’ relevant 
product line, it is noted as a factor in the Bethlehem 
decision: 


“The products of the iron and steel industry as a group 
are generally standardized, [and] are not subject to the 
vagaries of style appeal. .. .””7 


5. Interchangeability. The extent to which nonstand- 
ardized substitute products should be considered as part 
of a single market is perhaps the most vexing question 
in determining the dimensions of the product market. 

On the one hand, there is no doubt that a broad 
standard of interchangeability was not used in the 
du Pont (General Motors) decision. On the other hand, 
a similar standard was, under different circumstances, 
critical to the American Crystal decision. In that case, 
Cuban-American, a company with a fully owned sub- 
sidiary manufacturing cane sugar, acquired 27% of the 
stock of a company manufacturing beet sugar. Two 
courts used the “interchangeability”’ of cane and beet 
sugar as an appropriate reason for including both in a 
single product market. 

Cuban-American had argued that cane and beet 
constitute separate markets because, among other 


1In the matter of Crown Zellerbach, op. cit., page 3 
-2U.S. v. Bethlehem, op. cit., page 74,663 

3 Tn the matter of Brillo Mfg. Co., op. cit., page 2 

4U.S. v. Bethlehem, op. cit., page 74,661 

5 U.S. v. Bethlehem, op. cit., page 74,662 

6 In the matter of Crown Zellerbach, op. cit., page 3 

7™U.S. v. Bethlehem, op. cit., page 74,664 
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things, cane has traditionally been sold under brand 
names that are familiar to the housewife while beet 
sugar has traditionally been sold in bulk. It contended 
that housewives have developed a preference for cane 
sugar and therefore have created a separate market for 
this product. The district court, upheld by the court of 
appeals, rejected this reasoning, holding that cane and 
beet sugar are interchangeable in use, that industrial 
consumers already ignore brand name distinctions, and 
that there is evidence that housewives are beginning to 
regard the two sugars as one: 


“In terms of market, the relevant product is refined 
sugar. The evidence clearly establishes the high degree of 
interchangeability between beet and cane sugar. To some 
extent cane sugar has a higher degree of consumer ac- 
ceptance. . . . However, the evidence indicates that in 
those areas in which a determined effort has been made to 
market beet sugar consumer acceptance has been forth- 
coming and as a result cane has been partly displaced. . . . 
Certainly, as far as most industrial buyers are concerned 
cane and beet are interchangeable and are purchased on the 
basis of price, with no differential being accorded to one 
over the other.”! 


Similar considerations apply in reverse to the court’s 
use of a “substitutability” concept in the Bethlehem 
decision. There, in discussing the “unique physical 
characteristics” and “different end uses” of hot rolled 
sheets, cold rolled sheets, hot rolled bars, buttweld 
pipes, etc., the court notes that ‘‘finally, there are no 
effective substitutes for any of them.” 

While it is too early to state the conditions under 
which “interchangeability” will enter into definitions of 
the market in a merger case, it is clear that it is not a 
necessary test; nor may technical interchangeability in 
production or use function as a critical test when 
different product lines do not compete substantially in 
actual uses. But when products made from different 
materials are interchangeable in terms of purchases by 
substantial classes of buyers, they may be considered as 
a single product line. 

The key distinction here appears to lie in the “any” 
line of commerce wording of the law. If as a result of a 
merger a probable lessening of competition may occur in 
a product line with distinct characteristics and uses, the 
fact that there may be substitutes for the products has 
no bearing. But if two different but competitive product 
lines would escape the law when active interchangeabil- 
ity is not taken into account, then substitutability be- 
comes relevant. 


6. Sensitivity to price changes. As used in merger cases, 
a price sensitivity test is closely allied to an inter- 
changeability test. It is, for example, an integral part of 
the court’s findings in the American Crystal decision. 
Here the critical question was whether cane and beet 
sugar were part of a single refined sugar market. The 


court held that although the earlier higher purity of cane . 


had in the past allowed it to command a price premium 
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over beet sugar and the distinctive packaging and trade 
marks of cane continue to permit it to command a 
higher price in the household market in some areas, the 
differential no longer exists in other areas, especially in 
the industrial market. According to the court: 


“The contention that cane and beet are different prod- 
ucts rests primarily upon the historic difference in list 
prices. Traditionally beet lists for 20 cents per cwt. under 
cane. This differential originated in the infancy of beet 
sugar when its quality failed to match that of first-rate 
cane. However, at the present time there is no quality differ- 
ence between the two. Certainly as far as most industrial 
buyers are concerned cane and beet are interchangeable and 
are purchased on the basis of price, with no differential 
being accorded to one over the other.’ 


7. Large and specialized investment. The fact that the 
products of the iron and steel industry “require special 
know-how and experience, huge capital investment and 
a trained labor force” is among the tests applied by the 
court in determining that these products, as a group, 
constitute a distinct market in the Bethlehem case.‘ 


8. Recognition as a separate industry. In the Bethlehem 
decision, the court also noted that the iron and steel 
industry ‘is commonly recognized by its members as 
well as the community at large as a separate industry. It 
has its own trade association, treating the industry as 
separate and distinct.’”® 


In summary, both the courts and the commission 
have defined product markets in terms of product lines 
in which the competitive potential of third companies 
may be affected by a merger. In the process, they have 
developed tests designed to probe for shifts in competi- 
tive pressures while avoiding reliance on abstractions 
that may not fit particular market situations. 


Berry Bock 
Division of Economic Studies 


1 American Crystal Sugar v. Cuban-American Sugar, op. cit., 
pages 73,013-4 

2U.S. v. Bethlehem, op. cit., page 74,663 

3 American Crystal Sugar v. Cuban-American Sugar, op. cit., 
page 73,013 

4U.S. v. Bethlehem, op. cit., page 74,664 

5 U.S. v. Bethlehem, op. cit., page 74,664 
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Two Price Indexes and How They Diverge 


An exploration into why the index of spot primary market prices and 
the wholesale price index, both BLS, have gone in opposite directions 


primary market indexes has taken place over 
’ the past two years. Both are Bureau of Labor 
Statistics indexes; one measures the monthly changes in 
wholesale prices and the other is the daily index of spot 
commodities. From the end of 1956 to the end of 1958, 
the wholesale price index has been creeping upward al- 
most continuously, while the daily spot primary market 
index has registered a substantial decline of 7.0%. The 
wholesale price index increased 2.5%. 

A look at the two indexes during a twelve-year period 
shows that, although the wholesale index has not re- 
flected all of the more exaggerated fluctuations of spot 
market prices and has not been so responsive to cyclical 
trends in business activity, no sustained divergence 
between the two occurred prior to 1957. In the earlier 
period, short-term differences in movement between the 
wholesale and spot indexes can be accounted for by the 


t NOTICEABLE divergence in the trends of ‘two 
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speed and the extent to which each index reacted to 
changes in demand and movements in other forces 
determining price levels. 

The spread that has occurred in the last two years is 
significant because of its relative duration. Two ques- 
tions can be asked: What are some of the factors in- 
volved? and what is unique in the situation? 


Internal Structure of the Indexes 


To determine the nature of the trends, let us consider 
some of the characteristics of the items making up the 
two indexes, the weighting patterns employed, and the 
influence of certain random movements among the 
components. 

The most characteristic feature of the wholesale price 
index is its relative stability. Composed of nearly 2,000 
items, this index represents price movements, at all 
stages of production, of commodities involved in volume 
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How Broad Commodity Groups Affect the Two 
Primary Indexes 
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transactions in primary markets. It therefore represents 
general trends and is not sensitive to the more extreme 
monthly variations that might appear in a specialized 
index. The daily spot index is compiled from equally 
weighted relative price changes of only twenty-two 
commodities, all of which are included in the WPI. 
Most of these spot commodities are raw or partially 
processed goods, the prices of which are highly volatile 
and lend to the composite index a considerable degree of 
variability from month to month. 

The mere fact that the wholesale price index is made 
up of about 100 times as many commodities contributes 
to its greater stability. But the characteristics of the 
commodities account for even greater differences in the 
relative stability of the two indexes. The low relative 
importance of food in the index and the extensive 
processing which the majority of the commodities have 
undergone contribute to the lack of sensitivity in the 


wholesale price index. On the contrary, a high propor- . 


tion of unprocessed food items and minimal processing 
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for most other items produce both extreme and frequent 
fluctuations in the index of spot commodity prices. 


The Role of Food in Both Indexes 


A look at the major wholesale commodity groups 
shows that the nonfood index has largely been mirrored 
in the wholesale index during the past two years. The 
two food indexes have much more extensive fluctua- 
tions, which are not, however, translated into the all- 
commodities index.! According to December, 1954, rela- 
tive importances, only one fourth of the index weight 
goes into food items. Although food prices are an im- 
portant factor in emphasizing’ a similar movement or 
weakening the all-commodities index in the event of a 
divergence, these foods groups alone cannot determine 
the movement of the wholesale index. 

In the spot commodity index food and nonfood are 
much more nearly balanced. The ratio between food- 
stuffs and raw industrials is 9:13. Here food prices can 
affect the movement of spot commodities to a much 
greater extent than in the WPI. A look at the two-year 
price movements of the two major components in each 
index will bring this out more clearly. 

Although these two wholesale food indexes (farm prod- 
ucts and processed foods) displayed a definite upward 
trend (discounting certain end-of-year seasonal declines) 
during 1957 and the first part of 1958, nonfood costs 
were also strong during most of 1957. Early in 1958, 
however, rising prices of foods served to offset retarda- 
tion in other parts of the index where prices were some- 
what vulnerable though not by any means weak. Since 
mid-1958, falling food prices have held back gains which 
might otherwise have pushed up the all-items index. 
These movements combined to produce a virtually 
stationary index during most of 1958. 

The spot index, on the other hand, maintained a 
generally downward trend throughout 1957, except for 
the second quarter when both higher food and raw 
industrials combined to boost the all-commodities index. 
The end of 1957 recorded the lowest figures for the spot 
index since the trough in 1949 and early 1950. However, 
rising food prices, coupled with weak raw industrials in 
the first months of 1958, caused the index to fluctuate 
within a fairly narrow range between December and 
June. In the third quarter, with recovery well under 
way, prices of the more influential raw industrials 
climbed upward and gave strong impetus to the index 
for most of the rest of the year, even though food prices 
were on the decline. 


Difference in Degree of Processing 


Finished commodities account for about 45% of the 
wholesale index, while crude materials have a relative 


1 Although the farm products commodity group contains some non- 
food items (principally plant and animal fibers), their relative impor- 
tance is small. Hence for the purposes of this discussion, the distinc- 
tion between food and nonfood will be made when referring to farm 
products and processed foods on the one hand, and the remaining 
commodities on the other 
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importance of only 12%. Most of the finished goods are 
destined for the retail consumer; nonfood consumer 
goods (for the most part durables) comprise an im- 
portant 20% of the wholesale index. The proportion of 
durables to nondurables is roughly 2:3; but this ratio 
alone is not significant. What is important is that almost 
all the durable goods and more than one half of the non- 
durable goods are manufactures. 

If the commodities in the daily spot index are reclassi- 
fied according to the WPI structure, similar classifica- 
tions produce quite different results. The crude and 
finished goods percentages are virtually reversed: crude 
materials make up nearly 50% of the index, while 
finished goods make up only 12%. These latter, all food 
items, are, although finished, at a very early stage of 
processing. 

The relationship of the degree of processing to price 
stability can be illustrated by the following example. 
The WPI metal and metal-products commodity group 
contains raw, semifinished and finished commodities. 
However, since raw materials constitute less than 3% of 
the total relative importance of the commodity group 
index, the composite index will favor price trends of 
more finished goods. The wholesale iron and steel scrap 
index and the spot metals index (composed of ferrous 
and nonferrous scrap and refined nonferrous metals) are 
both quite sensitive, but prices for the more finished 
goods have movements which have been considerably 
flattened, and the resulting index for metals and metal 
products is virtually stable. (In the last two years, it has 
experienced only a 3.1% change in price level between its 


two extremes.) This means that the items found in the 
wholesale index that are not represented among the 
spot commodities influence the composite index to the 
extent that it appears to be almost insensitive to the 
prices of its own raw materials. 


Coordination of Price Movements 


Random movements have been operating within both 
indexes. They have been particularly evident between 
the food and nonfood sectors in each index, although 
certain offsetting movements among nonfood compo- 
nents also exist. 

Counterbalancing movements within an extended 
frame of coverage have provided the wholesale index 
with an additional leveling factor. Dominated by prices 
of nonfood processed goods, the wholesale index has 
been inclined to follow the slow-moving price trends of 
these commodities. 

The spot index, composed largely of crude materials, 
has been susceptible to food price changes and to fluc- 
tuations in the prices of raw materials. Here, too, some 
leveling has occurred, but the price variations between 
these two similarly weighted, independent, and highly 
sensitive components are less likely to be mutually 
offsetting. 


External Factors Involved in Price Structure 


The wholesale and spot indexes have thus far been 
distinguished by contrasting their internal structures in 
terms of the influence which they have had on index 
trends. However, many factors combine to determine 
the price of any given commodity, which in turn influ- 
ences the price of its dominant sector or sectors. Among 
them are the strength of the market, the stage of the 
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business cycle, and labor costs. Without attempting to 
draw any far-reaching conclusions concerning the price 
structure of the commodities selected for illustration, 
certain broad patterns can be observed. First, the price 
of an unprocessed food tends to fluctuate in response to 
its own supply, which in turn is independent of indus- 
trial production. The price of a nonfood commodity, 
depending upon its degree of processing, can be expected 
to move more or less in concert with industrial produc- 
tion. (The greater the degree of processing, however, the 
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Estimating the Nonfood Wholesale Index by Combining 
Indexes of Labor Costs and Raw Materials 
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less likely the commodity is to be influenced by supply 
conditions in its own raw material markets.) Finally, the 
price of a highly processed commodity appears to be 
more strongly affected by labor costs than by the prices 
of its own raw materials. 

The chart shows price trends of two commodities, beef 
and paperboard, in relation to their own production 
levels. Wholesale beef prices and commercial beef 
production are plotted over a period of twelve years. 
Similar data appear for paperboard. Prices for both 
items are related to their production statistics, but the 
wholesale index for steers varies in inverse relation to its 
production while the paperboard index moves in accord- 
ance with its own production level. Paperboard produc- 
tion is in response to demand. Beef supplies over the 
short term are relatively independent of demand. 

A further distinction is evident with regard to extent 
of processing: beef prices show a greater sensitivity with 
regard to supply than do paperboard prices. In the latter 
case, production is considerably more variable. 

Furthermore, when a gross measure of business 
activity such as the industrial production index is 
juxtaposed with these food and nonfood commodities, 
food prices are obviously independent of trends in the 
business economy. Thus the spot raw industrials index, 
made up of raw and intermediate materials, corresponds 
more closely to the levels of industrial production than 
does the nonfood sector of the wholesale index which 
contains a substantial proportion of finished or partly 
fabricated goods. The post-Korean era shows this rela- 
tionship quite well, except that the 1952-1953 jump in 
production did not show up in higher industrials prices 
—a fact that can be principally attributed to weak 
metals prices. 

In order to show the relationship of processed non- 
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foods to raw materials and labor costs, the wholesale 
nonfood index has been correlated with prices of spot 
raw industrials and with nonagricultural employee com- 
pensation.! Evidence from this correlation indicates a 
valid relationship and suggests that labor costs are more 
influential in determining the wholesale nonfood price 
level than prices of raw materials. Based on the results 
of this correlation the nonfood component of the WPI 
can be roughly approximated by combining the indexes 
of raw industrials and employee compensation and giv- 
ing them weights of two and eight, respectively. The 
estimated and actual indexes are plotted in the chart. 


Why the Divergence Now? 


Although a causal relationship should not necessarily 
be inferred from the close association of several sets of 
data, the correlation results may provide a clue as to 
why no extended divergence between the spot com- 
modity and the wholesale indexes was produced prior 
to 1957. In the 1953-1954 recession, a similar situation 
in prices occurred when mounting food costs helped to 
offset weak prices in raw materials; at that time, how- 
ever, both the wholesale and spot commodity indexes 


1 Annual figures for the nonfood WPI were correlated with similar 
data for the spot index raw industrials and nonagricultural employee 
compensation per dollar of real product over a twelve-year period. 
Figures for the latter for 1958 were estimated from statistics of gross 
private product and nonfarm employee compensation 


registered declines. Evidently, the dramatic collapse in 
the prices of raw materials to their 1953 trough—nearly 
50% below early-1951 peaks—was substantial enough to 
effect a decline in the wholesale index. This occurred 
despite a rising food index and strong labor costs, which 
under more normal circumstances would have held back 
the downturn. In 1957-1958, raw industrials recorded 
only a 20% drop, which was not sufficient to pull the 
whole index down. 

The wholesale price index and the daily index of spot 
commodities are, by virtue of their structure, susceptible 
to different pricing forces. While the index for all com- 
modities other than farm products and processed foods, 
or 75% of the wholesale price index, is closely associated 
with nonproduction factors which tend to keep prices 
high, the movement of the spot raw industrials index, 
nearly 60% by weight of the total index, is mirrored 
largely in statistics of industrial production. However, 
food prices, particularly farm products, which have dis- 
played movements in contradiction to business cycle 
trends, have exerted.a disproportionate influence on the 
two indexes. While they have been able to emphasize or 
partially offset the already strong wholesale index, they 
compose in the spot index one of two highly sensitive 
indexes subject to independent movements. 


HELEN SwANSON 
Division of Consumer Economics 


Metalworking Appropriations 


[Continued from page 180] 


dividing the reported appropriations in each of the 
thirty-eight divisions by the corresponding coverage 
ratios shown in table 9 and summing the quotients. 


SUMMARY 


A pattern of general improvement and. steadiness 
emerges during the second half of 1958. It seems clear 
that new capital authorizations in dollar terms touched 
bottom during the second quarter, rose in the third, 
and moved little one way or another during the fourth 
quarter. 

Particularly noteworthy was the year-long uptrend in 
the number of divisions or establishments reporting 
higher approvals. The latest advances from the third to 
fourth quarters in the number of metalworking units 
with higher approvals are not, however, reflected in the 
dollar totals. This suggests that some of the larger 
establishments have either not kept pace with the gains 
shown by the majority or have continued to pare down 
capital spending proposals. Some of the larger com- 
panies at year end may still have been operating below 
the capacity levels built up during the previous boom. 

Despite the firmness of the dollar totals in the fourth 
quarter, for every $10 approved in 1957 only $6 was 
authorized in 1958. This cutback was concentrated in 


the first half of the year. In the second half, approvals 
matched the year-ago rate. This latest trend reflects in 
part the improvement in corporate earnings during the 
last half of 1958. 

Business has continued to improve in the early 
months of this year. The past gains in the number of 
metalworking units reporting higher approvals and the 
improvement in metalworking earnings may soon be 
translated into higher dollar appropriations. Whether 
this is now occurring should become evident in the next 
quarterly survey. 

Morris CoHENn 
Martin R. GaInsBRUGH 


Assisted by 
FRED STEVENSON 
Office of the Chief Economist 


Business Cycles and Bsonouis Growth—A study of the cycle and 
the long-term trend in economic activity. Includes a critical 
review of Keynesian theory. By James S. Duesenberry. 
lie 2 Book Company, New York, 1958, 341 pages. 

6.50. 


Your Public Relations Are Showing—The author presents his 
views concerning good and bad public relations as practiced 
by businesses and professions. By John Newton Baker. 
Twayne Publishers, New York, 1958, 312 pages. $5.00. 
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Selected Business Indicators 


Chartbook 1959 1958 


Folio* 


February~ | January December| February 


Industrial production 


FL Ota. ho BRIG «ous vera: Motes wieiaweeteils ee eR |: 1947-49 =100 S 144 143 142 130 
Durables manulacturing’. Gees : <5. .+ << smhchennte chelate 1947-49=100 S 155 7.) 153 152 137 
Nondurables manufacturing...............-.0--: 1947-49=100 S 138 137 135 125 
Wholesale prices 
ANIC ComMOGIELES csc bial eeter wevete scieie is are le le reaneere etetote 1947-49 = 100 119.5 119.5 119.2 119.0 
arm Commodities: alee nino tise sie 5 cts Ee cis sell ys as 1947-49 = 100 91.1 oh a) 90.6 96.1 
Processedsl COGS ra cniow ie cians) ceelel caovs Rrhs fetereve fobs st—, Shoes 1947-49= 100 107.6 7 108.7 108.8 109.9 
Industrial commodities. 242...0. 5.00 0+ seatuat- mak 1947-49 = 100 127.7 127.5 127.2 125.7 
Consumer prices 
ATU Gemtig a ee tetiee a stele cketarsicvals to orcs la vave ao creo. arelgliety stare 1947-49 = 100 123.7 123.8 123.7 122.5 
Commodities other than food.................-.- 1947-49 = 100 114.2 114.0 114.4 113.2 
Pete rcbase iio teuwieteie Kciiclas eterna. eB usneve’ sal dioslieususiielicrsiass 1947-49 = 100 144.2 143.9 143.5 141.0 
PEG Le ro kia elite: tchete see) sieve iis « potabe teate “dyarcats 1947-49 = 100 112.2 112.4 112.9 110.3 
S MRP accra cise cate: 6 1947-49 = 100 117.1 116.7 117.0 116.7 
A EP Gn Ce en OCC Oe re cl eo oc 1947-49 = 100 118.2 119.0 118.7 118.7 


Prices received and paid by farmers 


Prices) rece vedere aa. ps cmiete nic « eile. cece retne re: 1910-14= 100 243 244 244 246 
PHIGeS PAlde seek tne Oelsis Soiae carnals Se ahnleiia ats ote RPPoore« 1910-14 = 100 297 298 295 291 
PATICVITALLION Rustin eT ok. ss coke, Sei kPa 1910-14= 100 82 82 83 85 
Employment and unemployment (Census)? 
otallaborroree set) acrehet tte) craic occ. so.2 moka lo halae oe Thousand persons 70,062 70,027 70,701 69,804 
Civilianylabor tOLCe ie aa cisiate sensitive! Vonserele raves a0 Thousand persons 67,471 67,430 68,081 67,160 
Civilianiemployment.... av... diag « 120-0 ols ofoin sim sae Thousand persons 62,722 62,706 63,973 61,988 
Nonfarm employment. < 5.5.56. -5. ee seven cee cme Thousand persons 58,030 58,013 59,102 57,158 
Wnemploymentes iin veciomenteiwade as teers sist Thousand persons 4,749 4,724 4,108 5,173 
Nonfarm employment (BLS) 
EOC ALG een ct edt ci ca sie ovale ats, ors evere, «fei'exerMetate sate ate Thousand persons S 51,036 51,022 50,844 50,575 
Employees in manufacturing..............2.-+-5. Thousand persons S 15,789 15,768 15,701 15,648 
Employees in nonmanufacturing...............+-- Thousand persons S 35,247 35,254 35,143 34,927 
Production workers in durables manufacturing..... Thousand persons S 6,763 6,747 r 6,708 6,642 
Production workers in nondurables manufacturing. .| Thousand persons S i 5,187 vr 5,176 5,176 


Average work week 


Allsmanufacturing scr eects eres See Hours 39.8 
Durablesimanulacturing, fem scans oe sate acs Hours 40.2 
Nondurables manufacturing woe cee. cee ee ee eine Hours 39.4 
Average hourly earnings 
Allimantifacturiney it. <2 epee «© oie sieleiecge eres. co Dollars 2.19 
Durables manufacturing. .....::20.:2-0-ce-s sees Dollars 2.36 
INondtutables manufacturingian seis coe aide ore = Dollars 1.98 
Average weekly earnings 
Adlendaniuta ct mite a oi aiats atetohols) ale <=) 015.006) ahs falonetey oars Dollars 87.16 87.38 r 88.04 80.64 
Durables manufacturinge.. os. cscs sw cess anew Dollars 94.87 794.94 796.29 86.46 
Nondurables manufacturing. .............0+2000% Dollars 78.01 77.81 78.01 73.15 
Personal income 
ABscs teil s See eee pants ai ol cea SERRA ie RN oe opera seca ed Billion dollars S A 364.5 r 363.0 359.9 347.5 
WA DORATICOMED sta <tht ore ae wf avehete lass, seal ede aleve ays cayeNe Billion dollars S A 255.0 7 254.8 252.6 242.2 
@bher iiCOMenge cis vee sites aes Meusyedhess epg eves ela ehC tony gsues? Billion dollars S A 116.7 7115.9 V4 111.8 
instalment credit 
ES KE ENISIOENS Seaeieeete etc Petere Velevaretaverayefelre Sisley abenet els revater shores Million dollars S 3,816 3,799 3,720 3,221 
REPAYMENtS 6. 2 oni cle oie tarde o coe os techie nen as sees Million dollars S 3,483 3,412 3,414 3,388 
Instalment credit outstanding.................0+- Million dollars 33,751 33,768 33,865 33,278 
New construction 
OE Ae: are schists ats eve eco s) d.atss ais: Meee Mons Million dollars S A 54,444 754,468 53,676 48,048 
eROtaly PIAV ates eee ei atsyarsye miele cle m slehelsi sya le\scet ener si eya1/siia\s\r0 Million dollars S A 37,440 737,140 36,588 33,552 
Private nonfarm residential. ..............-++++-+. Million dollars S A 21,804 21,444 20,580 17,220 
Business sales and inventories 
MotalAVeNntOrles auc easter teks sions oy res creuener tee tetas Million dollars S 85,900 785,600 85,200 89,300 
ALOLAN Sales eds ey civic is Sevad onsen et oie ko my ciate aye cbaitot eet skokete Million dollars S 58,100 57,400 57,400 52,100 
Manufacturing inventories.............-----+--- Million dollars S n.d. 49,493 749,209 52,9116 
Manufacturing saleszin). aa.<00-e.ssree sti == + ole Million dollars S n.d, 28,214 728,135 26,3506 
AVeball im VeEntOLles\s ye chats skele ig. «lls oi sie sheleugie liens ters Million dollars S 24,210 724,180 23,980 24,290 
Retailisalesias ete oa se «cache chegs tele = le he loraus .Cllalnnsyenete Million dollars S 17,542 717,454 17,605 16,088 
Retail trade: Durable goods stores 


WRIVeHtOMess ers qcce crete oy veierc els. crnietbcsiecevarats poseseawes. Million dollars S 10,990 11,010 10,810 11,220 
Pe a. Aen eR aee teerae ei cia eels, cava tewia ea lets Million dollars S 5,845 5,836 5,827 5,055 
ts oe Goin Cares wees * 1.88 1.89 1.86 Pg Hee 


Retail trade: Nondurable goods stores 


Ma Vert Ones tac areca ets cioteciecasas suai eensnextie sun a eean yal oe cis Million dollars S 13,220 13,170 13,170 13,070 
SRI ote acta etetey oe ce TaNE! O aise HES! Sie RAS vere late, a8 Million dollars S 11,697 11,618 11,778 11,033 
A, FAA MY Che Meets os oe 1.13 1.13 Tiet2 1.18 


Durables mfg.: Sales and inventories 


Inventories te ti. aevaic aversiber 2tle 2 io chewelol. etetenebelntsliane)= Million dollars S n.d. 28,062 727,863 30,6256 
Fe c.  ENB aS ot ROA RAPIE NE aa, COOOL, CL Osage sth Million dollars S n.d. 13,686 713,613 12,6466 
Ves Ate ee cid sig ee eee * n.d. 2.05 2.05 2.426 


Nondurables mfg.: Sales and inventories 


EN VEntoriesn aatetete oFs Ve eretetetaleral oe ievelshereNore -rel alaTere Million dollars S n.d. 21,431 721,346 22,2860 
OF eT eins GIR de Reco Ie Cicia lata oiiciccCh to Gio CIOISIERON CR IRGINO Ore Million dollars S n.d. 14,528 714,522 13,7046 
Inventory-Sales ratio. 0... eee eee * n.d. 1.48 ry 1.47 1.63b 
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Selected Business Indicators (Continued) 


Chartbook 


Folio* Series 


Merchandise exports and imports 
Exports® 
Imports 


23 


Merchandise export surplus (incl. grant-aid shipments) 


Federal budget receipts and expenditures 
Defense expenditures? 
For quarterly data see below 
Money supply and turnover 
Privately held money supply* 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers® 


Bank loans, investments and reserves 
Loans!® 
Investments!” 
Borrowings! 
Excess reserves!® 
Commercial, industrial and farm loans® 


Diffusion index 
Industrial production 
Diffusion index 
Diffusion index, cumulative 


Eight sensitive business indicators 
Residential building contracts 
Commercial and industrial building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


24 


25 


26 


27 


Chartbook Series 


Change in business inventories 
Final demand¥ 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 


Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts..... 
Expenditures 
Cumulative surplus or deficit’ 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue Conrerence Boarp; Department of Agriculture; Bureau of the Census; 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet; National Bureau of Economic Research. 

_l Includes interest, taxes and wages. ? Prices received divided by prices paid. * Be- 
ginning May 1956, data based on $30-area sample. 4 Excludes personal contributions 
to social security. included in components. 5 Includes wages and salaries and “other 
labor income.” § Includes grant-aid shipments. 7 Military functions of the Defense 
Department. * Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. ® All member banks. 


Million dollars 
Million dollars 
Million dollars 


Million dollars 


Billion dollars 
Billion dollars S 
TS 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


1947-49=100 S 
TS 


Thous. sq. ft. fil. sp. S 
Thous. sq. ft. fl. sp. S 
Million dollars S 
Hours S 

1947-49 = 100 
1941-43 =10 
Number S 

Number S 


1959 1958 


Februaryp | January December | February 


1,400 
1,154 
246 


1,514 
1,253 
261 


1,345 
1,096b 
4096 


1,280 
n.a. 
n.d. 


3,212 3,316 3,749 3,168 


223.9 

133.1 
56.8 
22.9 


241.0 
1338.3 


239.0 
r 138.0 
5S od 
r 22.9 


236.9 
138.6 
Soighs 


TS 24.0 


79,225 
61,905 
122 


481 
30,357 


83,588 
71,466 
632 462 

527 Pi. 8923 
30,205 30,541 


83,728 
69,776 


31,043 


142 
tees 
r 28.95 


143 130 
yr 3.42 


r 32.37 


144 
2.83 


tts __35:20__ 


123,277 
23,172 
713,673 
r 39.7 
86.4 
56.99 
16,541 
1,147 


110,406 
30,651 


123,100 
32,702 
13,823 

39.9 
85.1 
59.48 
16,296 
1,225 


1958 


IV 
Quarterp 


Ill 
Quarter 


II 
Quarter 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S$ 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


7 29.97a 
7 10.58a 
7 19.39a 


Million dollars 
Million dollars 5 


Million dollars 


204 


—11,003 


u From Federal Reserve Banks. Weekly reporting member banks. ¥ Gross national 
product, less change in business inventories. 4 For year inning July 1. 
S-seasonally adjusted. A—annual rate. a—For the I Quarter of 1959, revised anticipated 
omer are: Total, 31.16; Manufacturing, 11.56; and Nonmanufacturing, 19.60, For 
the II Quarter of 1959, they are: Total, 32.03; Manufacturing, 12.25; and Nonmanu- 
facturing, 19.78. b-January, 1958 for monthly data, p-preliminary. r—revised. * End- 
of-month inventory, divided by sales during the pe Debits (annual rate) divided 
by pa rye tf Diffusion index average duration in months of expansion or contraction. 
n.a.—Not available. “ Chartbook of Current Business Trends, (Fifth Edition), Taz 
CoNnFERENCE Boarp, 1958, and Revised Data for Charthook of Current Business Trende, 
Tue Conrerence Boarp, March, 1959, available to Board Associates on request 


BUSINESS RECORD 


Three Current 


Organization Charts 


“The possible values of organization charts have rarely been 
fully exploited. One reason for this is the lack of a literature 
on the subject—of an accumulative history and analysis of the 
use of charts. ... The findings of this study are based on the 
practices of more than 125 companies studied during The 
Conference Board’s recently completed three-year research 
project in organization planning . . . . organization manuals 
and charts of an additional 250 companies were included. .. . 
Although a great variety of approaches and methods is 
presented in this report, the need for standardization within 
a single company requires emphasis... . " 

—Excerpts from the Foreword 


Conference Board Associates may obtain additional copies 
of “Charting the Company Organization Structure” for $3 
each. This applies also to educational institutions and gov- 
ernmental agencies. For non-Associates, the price is $20. 


Foreign Licensing Con 


Board Publications 


tracts 


Overtime Pay Practices for Exempt Supervisors — 


How Far Should Management Go in Talking with Employees About Union 


Developments in Psychological Testing 


The Neglected Side of Fringe 


Formation of company licensing policy and the evaluation of 
licensing as an approach to foreign markets are discussed in part 
| of the Board’s comprehensive study of foreign licensing agree- 
ments, sent to Associates last year. Part Il of the report, recently 
sent to Associates, deals with negotiation and administration of the 
licensing contract. The two parts of the study are designed to help 
management plan its licensing objectives and to enter into agree- 
ments in a manner that will enhance the chances of lasting and 
profitable relationships. The findings are based on the practices 
and judgments of many experienced companies, some of them 
pioneers in this way of operating. 


Conference Board Associates may obtain additional copies of 
Part |. “Evaluation and Planning” at $3 a copy, non-Associates 
at $15; Part Il. “Contract Negotiation and Administration” at $4 
a copy, non-Associates at $20. 


In the April Management Record 


Few companies dispute the importance of maintaining 
adequate pay differentials between supervisors and those supervised. But while the law makes 
overtime payments mandatory for rank-and-file workers, it is up to the individual company to 
decide whether overtime payments are to be made fo first-line supervisors, and if so on what basis. 


This survey of 345 firms examines such pay practices for both factory and office supervisors. 


Demands?—When a 
company is in the throes of working out a new contract with the union, is it to management's 
advantage to keep employees informed about what is happening in the bargaining sessions? And 
if so, how does it get this information to its people? Two management representatives outline their 
companies’ approaches to keeping employees informed; a union vice-president looks at the subject; 
and a priest, who is also a psychologist, reports on his research findings. 


—Testing is big business today; there are more than a 1,000 
personality inventories are sold annually. 
d what can and cannot be expected 


tests on the market, and millions of intelligence tests and 
This article discusses the growth of testing in companies, an 
of it. New approaches to testing are also described. 


s—Most companies are so concerned with the rising cost of fringe benefits 
that they have tended to neglect the possibility that fringes can help to build a more loyal and 
productive work force. This article describes one company's approach to informing employees on 
how fringe benefits help them—as well as what they cost the company. 


WHEN THERE’S A NEED TO UNDERTAKE 
THERE’S ALSO A NEED TO UNDERSTAND 


When it comes to doing something about inflation — one of the key 
problems affecting today’s business world—it might be a good idea 
to turn to the experts for basic guidance. The Conference Board, 
never letting go of the subject, is a major source of information on 
the nature and cure of inflationary ills. Besides topical material in 
the monthly issues of The Business Record, it offers for your con- 


sideration the following Studies in Business Economics and two 


Annual Meeting Chartbooks: 


no. 03—The Business Outlook, 1959 

no. 02—Unemployment, Wages, and Inflation 

no. 50—Wage Inflation 

no. 53—Interest Rates and Monetary Policy 

no. 51—Productivity in Industry 

no. 43—Shall We Return to a Gold Standard—Now? 
no. 23—When Should Wages Be Increased? 
chartbook—Labor Cost and Inflation 
chartbook—Prices * Costs * Wages 


SBE Prices to Associates are as follows: (63) $2; (62) $1.50; (56) $1.50; (53) $1.50; (51) $1.; (43) $1.50; (23) $.50 
SBE Prices to non-Associates are: (63) $12.50; (62) $7.50; (56) $1.50; (53) $1.50; (51) $1.; (43) $1.50; (23) $.50 
Prices of chartbooks to both Associates and non-Associates: (Labor...) $1.50; (Prices .. apne 


